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IT'S A SMALL MIRACLE HOW HEWLETT-PACKARD 
PUT 656K Of MEMORY, LOTUS 1-2-3, WORD 

PROCESSIHG,ATELECOMMUNKATK)NS MODEM 
AND COMPLETE IBM CONHECTABILITY INTO 




A 9-POUND COMPUTER. 
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THE PORTABLE. 



Far years husittess people had to cho ise 
between the power f jf a desktrip computer and the 
limited capabilities ■ the firai |* sla il^That 
problem was solved when Hewlett-Packard intro- 
duced The ftirtahle. 

The Pbrtable is designed with more total 
memory than most [eadinjjdesktop personal 
Ltjmputm- .656K in faet.That indudetr 272 K 
of user memory. So. The Pturtabie's built in 
business software can wr>rk with <fnormuus 
amounts of data. 

1-2-3" fmm I^ttus^ Americas must popular 
spreadsheet file nianaptment and business 
graphics piD^rani, is permanently built into The 
h Triable, Sf j ts Hewlett Packard's word pnscessing 
pn«ram, MemnMaker. Just press the liy and 
you rc> ready to work. 

The hitahle even lias a built in modem and 
easvtiMise teleo^mmunications software to send 



r •n.viu- flnii! nMEia a standard telephone jack. 

If you use a Hewlett Packard Touchscreen 
PC; IBM * PC, XT or an IBM compatible you'll 
be Uj know Lhat your desktop and The 
Portable can talk to each other with the simple 
addition of the Hewlett- ['ackard Portable 
Desktop[ # ink. 

The Portable's trchaiReable battery gives 
you 16 hums of continuous usage fjfi every dfrarKe 

Finally, you can work ayrrifuttably on a lull 
size keyboard and an easy to read 16 line by 80- 
column sawn. And it all folds shut In turn The 
Portable into a simple nine pound box. 

The Portable. A small miiade ..perhaps. 
Bui then a insider where it came ftrjm. 

See The ftjrtableand the entire family of 
partial o'mputeiv fe software and peripherals at 
your authtjTLZjed Hewlett Packard dealer Call 
(800> FOR-HPPC for the dealer nearest you. 
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What's the trick 
to success in selling? 




There is no trick to successful 
selling. Selling isn't o game of 
chance nor o contest of wits. 

o profession — a tough 
One — where it's smarter in 
the long run to make a new 
customer thon just to moke 
a sale. Top producers know 
mot you get the best results 
by using proven selling 
lechniques. 

Tq make the most of the 
time and energy you invest m 
selling, the Dale Carnegie 
Sales Course zeros in on two 
basic aspects of motivational 
selling: The salesperson's 
*e If- motivation, the 
Presence or lack of which con 



mean success or failure. It 
requires perseverance, self- 
control and courage to keep 
Irying And ihe art of customer 
motivation, which brings 
greater understanding of the 
prospect's needs and more 
sales at a lower cost in lime 
and effort, 

You get fast results by get- 
ling righi down to business. 
From the firsi session, the 
Course gives you practical, 
motivational ideas you can 
use immediately to improve 
your selling performance and 
increase your sales, In a 
siimulaiing, "shirt-sleeves'' 
atmosphere, you develop 



creolive new ski Ik to per fee! 
ihe selling process. 

If you want realistic selling 
tools that are effective, prac- 
tical, motivational and in 
keeping with the highest pro- 
fessional standards necessary 
to success in today's compet- 
itive market, you'll get them 
m Ihe Dale Carnegie Sales 
Course. 

For a free copy of our 
quick-reading booklet 
that outlines the contents, 
objectives and benefits of 
ihe Course r coll toll-free 
(800} 231-5800. In Texas. 
[800) 392-2424, Or write 
directly to the address below 




DALE CARNEGIE & ASSOCIATES. INC 

SUTC i mt REGENCY SQUARE BLVD. * HOUSTON, TEXAS ftOK 




Andrew Lewis says Besi uses marking 18 The flood o' counierfdl goods from abfo&d Includes many feke auto 30 
tools for a "focused look" a! the consumer. parte, otien so poorly made that they itireaten health and safety. 



MANAGING YOUR BUSINESS 



Cover Story 1 8 

Consumers are changing— they are better edu- 
eated and expect more for their money. Your 
business marketing strategy mtiat change, too, 
to meet this challenge. 

24 

Marketing researchers can tell when a djgttf 
smoker s gestures mean more than his words. 

EEOC Reaches Out 25 

A federal agency is telling employers how they 
can avoir] tripping aver the laws againat racial 
and sexual discrimination. 

Retirement Planning 29 

[f you help ynur employes think LtUmt the future, 
they maj be lie tier workers today 

War on Bogut Goods 30 

Counterfeit products — many made abroad — arc 
costing legitimate businesses hi] lions of dollar* a 
year. Solutions are elusive. 



Safeway Stops Playing It Safe 



40 



Peier Magaw&n h once headed for life as a diplo- 
mat, has brought new zest and daring to a food 
retailing giant that had grown alow and cautious. 

Helping Fired Employes 51 

Outplacement can ease the pain of a dwruin-sal— 
for you as well u your fired employe. 



Strategies for Success 61 

Geurgc Y. Clement uses comic strips* to help en^ 
ploy era communicate with employes. 

Judith Kaplan has proved that sale* of lots of 
little gimcrackit can add up to big dollars, 

When Roger Eddy made a bird call, lie whistled 
up sales, too— of more than a million calls. 

When logging got its second wind in second- 
growth forwts* Robert Stilm'a firm was ready. 

SMALL BUSINESS 

What Small Firms Want 14 

Federal spending cuts and fairness in govern- 
ment contracts top the list at an issues confer 



BUSINESS ISSUES — 

Test on Spending Cuts 1 * 

Congress has raised taxes to cut the deficit WW 
it keep itq promise to cut federal spending, too? 

Agriculture at the Crossroads 34 

After 50 yearn of New Deal programs, the na- 
tion's farm economy Is a wreck. In 1985* Con- 
if res* cnay turn luward u freer market. 

New Tax Act and You « 

The Tax Heform Act of 1984 in 1 P 2U0 pages telffij 
and many of its provisions will affect you » nd 
your business. 
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despite federal subsidies 
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rthe music business? 
AW! How? With our 
people. 

People who ca n show \ 
record companies how to 
use our ATScT Long Dis- 
tance Network to fill orders 
from their distributors all 
over the country. 

Electronically. 

And for their distributors 
to place those orders the same 
way. So, in t he store, a hot record 
is never out of stock and the 
music never stops* 

The people of AEST Com- 
munications are thinking about 
your business in ways you never 
thought of, 

can help improve the accu- 
racy of the orders you place or fill. 

And the time it takes to place or fill them. 

W? can help you get instant access to 
inventory information so you're almost never 
overstocked or understocked, 

The fact is that our people can help you in 
your business, no matter what kind or size of 
business you Vein. 

Account teams assigned to larger businesses. 
I\ Or Account Reps who can help smaller 
businesses over the telephone. 

Or Operators to help set up a teleconference 
or place collect calls. 





*hey can help you 
a full range of long 
distance serv ices based on your com- 
pany s needs, including: 

AT&T Long Distance Service for low-volume 
data transfer of purchase orders. 

AT&T 800 Service for a toll-free data link 
with customer terminals. 

The ACCUNET* family of innovative digital 
services such as DATAPHONE" Digital Service 
and ACCUNET* Packet Service to address your 
more sophisticated distribution system 
requirements* 

To find out more about how we're thinking 
about your business in ways you never thought 
of, call your Account Executive at 
AT&T Communications. 
Or 1800 222-0400, 



% Service M*rfc \*\ AWCoi'lfMliy 
1^4 CanvmrwMioni. 
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Two Cloudy Crystal Balls 



Baok IN THE summer of 1980, a group of exerts 
brought together by the Council on Environ- 
mental Quality and the Department of Stat* pro- 
duced a disturbing report tilted Global 2000. The 
report wat* a utunner. The authors looked to the turn 
of the century and bbw Catastrophe ahead. Their 
projections indicated a world with too many people 
and not enough food. They foresaw vanishing for- 
est* and eroded farms, Such fortunate nations as the 
Unjted States would be in good K l h lljjl 1 at 2CHJ0> I ml 
the peoples of lea& developed countries would be in 
desperate trouble. 

The report was widely inrcu lut- 
ed. In a iwiv [ iv rule fur Nv 

tion'b Business (February. 
1981 K I embraced these gloomy 
prophecies, Many editorial writ- 
ers and several members of Con- 
gress echoed the authors*" warn- 
ing that me.pfi must be taken — 
though we were not quite certain 
what steps should be taken — to 
avert the ]>H!i3i«lK > hosier A1W 

a few month*, for such is the na- 
tion's usual attention apan, Glob- 
al tQQQ was deposited on & high 
dark shelf In the national doset, 
there to gather duat with other 
federal studies and reports. I had 
clean forgotten the thing until 
the cjtlit fc r day, when the Heritage 
Foundation sent me a copy of Thr 
ffrwurceful Earth, a collection 
of uaaaya edited by Julian I- Si- 
mon and Herman Kchn, Now 1 
don't know what lo think. 

Simon i a professor at the University of Mary- 
land. Kalui, who dk-d li year wush head of the 
Hudson Institute in New York. Under a grant from 
the Heritage Foundation, they aet out to challenge 
the pessimistic assumption* and projections; of Glob* 
at 3000. In their view the 1980 report "is totally 
wrong in its apecifk assertions and its general con- 
clusions" The report "is replete with major factual 
errors/ 4 Certain recommendations having to do with 
population control in less developed nations "are un- 
founded and unacceptable, ignorant and arrognnL" 

In sum. Simon ujid Kuhn conclude that conditions 
worldwide are getting better , not worm Barring the 
Ultimate Eraslastrophe of atomic war, they look to 
2000 with groal optimism. They L-onfidently expect 
men and nations to produce ui\ abundance of food 
and uncrowded housing. Natural resources will not 
be exhausted. Personal Income* will rw. The trend 
is not toward more suffering but toward less suffer 
ing. We should turn our backs on pessimism, they 
suggest, and hear some good news instead. 

What b a layman to make of all this! The experts 
who put together Global £000 in 1SIS0 were reputable 
^In ilars- thej the wurM - tidily m lln- 




Mankind has a way of 
coping with problems 
as problems arise. 



bow-wows. The 23 expert* whu rontri tinted to Thv 
Resourceful Earth in 1984 also are reputable schol- 
ars; they take ft diametrically opposite view. The 
doorrumyers supported their projections with charts 
and graphs and statistics. The happy optimists of the 
Simon and Kahn work un- equally well equipped. 
They can't both be right. 

My own guess is that the truth he* somewhere in 
the middle Tlh- iwn volumes oddly suffer the same 
flaw, The bleak picture pointed in tie summary Vol- 
ume I of Global 2006 was not altogether supported 
by the separate chapters of Volume IL Similarly t the 
belligerent assertions in the Intro- 
d notion to Simon and Kahn are 
not wholly corroborated by the in- 
dividual essays that follow, to 
say* as the book jacket says, that 
the Simon and Kahn team has 
Jfc dsmoliithed 0 the 19180 report b t« 
ftiiy too much. 

Kor example, the authors of 
Global 2000 predicted thai the 
wcirM "will be more crowded" at 
the turn of the century. Tlie Si- 
mon ami Ku'nu introdiEctiiMi terms 
thia forecaat "dead wrong/' 
Houses of the future will have 
Ji more floorspace" per capita and 
people will have "a wider span of 
area" in which to live, The forest- 
ry experts of Gluhnl 2000 feared 
that 40 percent of the remaining 
forest cover in leas developed 
countries would be pone by £000. 
Simon and Kahn 'a introduction 
sneers at this forecast as ' J non- 
sense" that is "utterly without factual support/' But 
population experts on both sides agree that popula- 
tion densities will indeed increase in coming years, 
and Simon and Kahii's forestry expert haa no quarrel 
with the proposition that "excessive rates of defores- 
tation" appear to be occurring in certain regions. 

The slmon and kahn work won Id he mare con- 
vincing if the introduction wore not io pompous, 
bo&atfulp and truculent in its tone, Herman Kahn 
wu a genius; he had a high opinion of hi* own 
opinion:?. \i\\t\ he biui n tfn.-ul many opinion.-;. Thr- 
mtroduction reftecta hie scorn for those he disagreed 
with- Putting the braggadocio to one aide, t find the 
individual nssays of Jli* Rrjvurctftil EtirtA general- 
ly persuasive and encouraging Taken collectively, 
these essay* make th* point that mankind hns nhnwn 
n demonstrable way of coping with problems as 
problems arise. Look at hybrid com Look at fish 
farming, Look at atomic enurgy, The human race will 
survive, but it would be folly to ignore all the warn- 
ings of Global M/, We may mat he headed for 
"catastrophe/' hut for the have-not nations of this 
planet* all is not sweetness and light 
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KLM offers 
AAdvantage* miles 
to Amsterdam and a 
bonus of double mileage 
beyond* 

Through the years, KLM 
has earned the reputation of 
going to great lengths to please 
the international traveler 

That tradition continues, now 
that KLM has joined American 
Airlines A Advnnrage program. Not 
only can AAdvantage members earn 
mileage credits on all KLM flights 
between the US* and Am^terdum. 
but for continuing travel beyond 
Amsterdam they can earn a bonus of double 




sink c/Amrk 



mileage for the connecting out- 
hound segment* 

AAdvantage members flyfr 1 
Business Class can earn 
of actual miles flown, Royal 
Class passengers 150% and , 
Tourist Class passengers 50^ 
You can apply the KLM 
miles you earn to any award 
level You can earn flight upgrades, diS' 
counts or free trips, plus accompanying 
complimentary hotel accommodations 
and free or reduced car rentals, 
KLM flies only 747s to Amsterdam, with 
connections to 120 cities in Europe, the Middle 
East, Far East or Africa. For reservations, 
call your Travel Agent or KLM. + 

The Reliable Airline. KLM 
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► THAT GRASS-ROOTS CAMPAIGN to force a 
balanced-budget amendment on Congress 
la still very much alive, California 
and Montana remain red-hot prospects 
far providing final two state peti- 
tions needed to gajtg Congress call 
constitutional convention to adopt 
such addition to U.S. Constitution. 
Voters in those two states act in No- 
vember election on proposals to re- 
quire their respective legislatures to 
file petitions, thereby providing to- 
tal of 34 states needed to bring about 
what would be first constitutional 
convention since Trainers met In 1787. 
Also a live possibility; Michigan leg- 
islature may beat other two states to 
the punch by approving petition in 
September. 

► BUT MOST STATE PETITIONS contain de- 
layed action mechanism giving Congress 
time to adopt balanced-budget amend- 
ment on its own before convention 
would have to be called. Whether suoh 
an amendment originates with Congress 
ar convention, it has to win approval 
of 38 states before it becomes part of 
Constitution. 

► EUERGY SUPPLY PICTURE IS SO GOOD 
this summer that Energy Secretary Don- 
a ld F. Model worries about complacen- 
cy. Right now, he points out. oil con- 
sumption in U.S. is down 10 percent 
from 19BQ. Imports are down 33 per- 
cent. Strategic Petroleum Reserve is 
U P to 400 million barrels, and nation 
looks to Persian Gulf area for only 3 
Wrcent of Imports. But Hodei aaya 
jhsre+s still need to move nation Lo- 
££ L£j energy self-sufficiency throuRh 
steps that should Include reduced re- 
liance on oil. He presses administra- 
tion case for decontrol of natural 
tiM'j reform of nuclear licensing* 

I STRANGE BEDFELLOWS: National Educa- 
tion Association, generally viewed as 
firmly in camp of Democratic left, 



po_pS_up among allies of newly forme d 
group that says it _rep.rg a .e R t5 ^his- 
torical Republicanism* * Pounders of 
Republican Mainstream Committee say 
they want COP * to remember Its pro- 
gressive traditions" on arms control p 
civil rights, environmental protec- 
tion, fiscal discipline. Sep. Jim 
Leach of Iowa is chairman, says com- 
mittee will present its case to GOP 
platform committee at convention in 
Dallas. Pledging support for Reagan-Bush 
ticket, new GOP panel says ltd allies 
also include Common Cause, Sierra Club, 
National Women's Political Caucus 
and Center for Education on Nuclear 
War. 

► TOTAL OF 37 STATES now have laws re- 
quiring that their private-Sector ven- 
dors be paid promptly for goods and 
services* Those agencies that lag must 
pay interest. Similar legislation is 
pending in several other states. 
Spread of such laws is work of Wash- 
ington-based Prompt Pay Coalition, 
made up primarily of representatives 
of small businesses. It has already 
won law Imposing prompt pay require- 
ment on federal agencies. 

* EXPORTERS FACE major changes in lax 
rules as result of passage of Deficit 
Reduction Act of 1984. Foreign Sales 
Corporation provisions are kej ^ but 
implementation by exporters will be 
highly complex. September 11 confer- 
ence in Washington will cover all as- 
pects of FSCs. For details, write 
Georgetown University Law Center, Of- 
fice of Continuing Legal Education. 25 
E Street. NiWV, Washington, D.C. 
20001* Center and U.S. Chamber of Com- 
merce are co-sponsors of conference. 

* CONGRESS' OWM BUDGET FOR FISCAL 1985 
will go over SI billion* which breaks 
down to nearly j>l*fr million jser siens~ 
ber . House had called for S percent 
cut across the board, but Senate 
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WASHINGTON LETTER 



turned it down. Bill provides $452.2 
million for House, S269*9 million for 
Senate. Regaining third goes to Joint 
activities that Include budget and re- 
search offices t police protection and 
printing. 

► THE PfUflTISG BILL ALONE for Congress 
la estimated at $80 million for the 
aew budget year beginning October 1, 
which breaks down to nearly $150,000 
per member. But some of those members 
feel taxpayers aren't getting their 
money's worth in the most important of 
all Capitol Hill printing activities, 
the Congressional Record. IL purparts 
to be verbatim transcript of what's 
said during sessions of both bouses, 
is often cited in court eases, politi- 
cal debates and other forums as just 
that. Members can. however, edit their 
actual statements prior to publica- 
tion* 

► REP* JAMES T, BROYHILL <fi-H,C.) is 
among sponsor^ of resolution to re- 
quire that Congressional Record be ac- 
curate transcript of proceedings It's 
supposed to be. Proposal would also 
eliminate vast amount of non-congres- 
iianai material, such as tributes to 
constituents, that now appears. Bray* 
hill says changes would save money, 
■give everyone a more accurate picture 
of what happens. 1 * 



House approval of such legislation* 
Measures passed in each house differ, 
and a conference committee must re- 
solve conflicts so identical bill can 
go back for final action* U.5< Chamber 
or Commerce, spearheading business op- 
position, says delay on conference de- 
cisions is providing time for private 
sector to realize extent to which mea- 
sure would subject employers to exten- 
sive record-keeping procedures, penal- 
ize those who hired illegal aliens. 



Opponents in addition to Chamber in- 
clude American Civil Liberties Union, 
major Hispanic organisations. 

► IT *AS TOUGH AND GO FOB A WHILE, but 
business achieved victory in final 
outcome of, ..bankruptcy legislation 
cleared by Congress for President Rea- 
gan 1 s signature. Bill meets business 
goals of tightening procedures under 
which debtors can declare bankruptcy, 
brings procedures for appointing bank- 
ruptcy judges into line with Supreme 
Court decision that had invalidated 
earlier method. Major conflict was 
over organized labor's efforts to bar 
financially troubled employers from 
canceling union contracts* It appeared 
originally thet labor would attain 
that goal in congressional rush to 
deal with crisis over problem involv- 
ing judge s f but end result was another 
in series of legislative. Judicial 
setbacks for AFL-CIO. 

► LATEST DROP IW JOBLESS RATE is big- 
ger-than-usual plus for President Rea- 
gan in this election year. Unexpected- 
ly big decline from 7.5 percent to 7*1 
percent brings unemployment level be- 
low point at which it stood when Rea- 
gan took office * Rate went up signifi- 
cantly during early Reagan years, 
plummeted as recovery took hold. But 
President remained subject to criti- 
cism p now stilled, that rate was still 
higher than one he inherited from 
President Carter. 

* THOSE AUTOMATIC ELEVATORS in office 
buildings of the House of Representa- 
tives will have operators for at least 
another year* Members once again re- 
jected a proposal to save &8B.O0O a 
year* Rep* Hank Browt; {R-Colo.) T who 
urged the cut, was unsuccessful with 
his argument that "There is no way to 
justify peojplo pushing buttons for 
Kieirbors of Congrass when those members 
are fully capable of pushing the but- 
tons for themselves." 



* PASSAGE OF IMMIGRATION BILL opposed 
by some major national organisations 
still not guaranteed despite Senate » 
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A Brooder Corporate Tax Base 



By Gerald W. Padwe. CP. A, 



Last fall. Serial* Ki nance Committee 
Chairman Robert Dole IR-Kans.) sug- 
grated thaL Congress consider a Lax 
surcharge on corporations' '"economic" 
income. It was clear that he had in mind 
a definition of economic income lhat 
was much broader than the existing 
definition of taxable corporate income. 

The Tax Reform Act of 1984, passed 
by Congress in June, does not contain 
»ucfi a surcharge on corporate econom- 
ic income, but the new law does signifi- 
cantly expand the definitions of corpo- 
rate earnings and profits from whkh 
dividends may be paid. The change will 
affect primarily those corporations 
with foreign subsidiaries, an well as 
those companies fmostly public utilities) 
frat have been paying to shareholders 
amounts that constitute dividend* un- 
der state law but a return of capital for 
federal income tax purposes. The 
changed definition, while rather nar- 
rowly drawn H appears to be a fool in the 
door for the economic-income concept. 

Some members of Congress and cer- 
^in interest groups have complained 
that corporations art! no longer contrib- 
uting their "fair share" of tax revenues 
tacause of significant erosion in the 
corporate taxable income base over the 
past several years, as in the liberalized 
depreciation rules enacted in L9HI. No 
^mmentat/>r defines "fair share," but 
there Ls no dearth of critics claiming 
it is not being paid. 

A corporate tax surcharge on an eco- 
nomic income bane might become more 
attractive politically if significant tax 
greases are legislated within the next 
tew j-vars. Thus, the expanded earnings 
and profits definition may be worth 
toore than a casual glance. 

^a<*w.rKibto Com*" 

. The Internal Revenue Code does not 
lfu:Jf penaltke^ aimed at deterring tax- 
P$Wi from improper conduct White 
^>me are criminal sanctions, most are 
ttvfl and can be satisfied through the 
^yrnentof money. 

Many of the civil penalties may be 
jUuri by the Internal Revenue Sen- ice 
^^reaiKinable cause "—that It, when 

-Vote; For Your Tax File i* an xnformn- 
, l0n ^nw for reader* See tax nnd 
fpff l adviser* for guidanct an alt spe- 
^fie c&wa 
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I determines that a Laxpoyer,. though 
technically in violation of a Code provi- 
sion, had reasonable grounds far his 
actions, and that failure to impose the 
penalty will not undermine tax policy or 
administration. 

Most taxpayers and their adviser* , 
when IRS is assessing a civil penalty 
<for, say, late filing: of a return or late 
payment of tax), would contend that 
the agtmev is leas than sympathetic to 
"reasonable cause" arguments for 
abatement But the General Accounting 
Office, Congress' watchdog over the 
executive branch, recently made a 
*tudy of IKS" abatements— and it con- 
cluded that IRS agent* have been too 
Irnivn.t in accepting taxpayers' argu- 
ments. 

As b result of the study. IRS is ex* 
pandjng its training of revenue agents 
tn this area, has stepped up distribution 
of its handbook on reasonable caw for 
granting penally abatements and has 
established a new oversight program to 
make sure tiiat abatement requests are 
treated uniformly across the country. 

For those Laxpayerfi who have suc- 
cessfully argued for an abatement in 
the pMt, the message is clears "fteason 
ahle cause" will have to be a lot more 
reasonable in the future. 

RaEonoft on Advisers 

One argument for civil penalty abate- 
ment heard often by revenue agents is 
that the taxpayer relied on a qualified 
outside adviser San attorney or an ac- 
countant, for example) in a relatively 
complex situation and merely heeded 
the adviser. 

In a 1963 case decided by the Seventh 
Circuit Court of Appeals, an executor, 
having no experience in federal estate 
taxation, hired an attorney to ham tie 
the tax work for his mother's estate. 
Through a cterkal error by the attor- 
ney's office, Lite due date of the estate 
las return passed without filing,, and 
the return was submitted to IRS three 
month* late, 

IRS applied a lati i filing penalty of 
more than $17,000. But both the trial 
and appeals courts held against the 
government on the ground that reliance 
on an. attorney with more than 2f> years' 
experience in probate practice was 
! 'reasonable cause" for late filing by 
the executor. 



Now the U.S. Supreme Court has 
agreed to hear that case. It will proba- 
bly rule sometime during the term 
starting in October. 

Binimtai Sfart-Up Costs 

The coats of carrying on a trade or 
business are usually deductible from 
the current income of the business. But 
pxpenaes incurred in the start-up phase 
are not considered to be for carrying on 
the business and, until a few years ago, 
could be neither deducted nor amor- 
tized. 

Such expenses can include a market 
survey, preH>pemng advertising, and 
training and salary costs of employe* 
before opening day. (Under the 1984 
tax act, they do not include interest, 
tax** u r rest-arch costs.) 

The normal tax treatment has been 
to include start-up expenses in the tax 
cost of the business to its owners. The 
owners would not receive any Lax be mi 
fit from start-up expenses until the 
business was sold or terminated, at 
which point die expenses would reduce 
the amount of capital gain to be recog- 
nised. Since the maximum individual 
rate on long-term gains is only 20 per- 
cent, and the benefit might not come 
untjl many yeiir* after the expense was 
incurred, the effective tax saving was 
minimal. 

Congress has recognized this prob- 
lem, and for start-up expenses incurred 
after July 29, 1980, the law permits an 
election t-cj amortize such expense! over 
a period of not less than GO month*, 
beginning when the business opens. A 
specific election must be made on the 
tax return for the year in . which the 
business opens. Otherwise,, the start up 
tr^pjonses will generally be nondeduct- 
ible, as explained above, 

ft ss also important to pay attention 
to the fine bat often hazy lint- between 
start -up and operating costs If IRS 
claims that a deduction taken for an 
operating cost is, in reality, for a start- 
up cost (and that such a cost, since it 
was deducted in full, is not covered by 
the amortization election), it will argue 
that the taxpayer has lost any Lax bene- 
fit for that expense until the business is 
sold or terminated 

CSftALD W> Pa&W* is national dine 
tor-tax prat tier for Taut he ffrwa £ Co. 
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Retiring Supreme Court Justices 



James J, Kflpatrick> article "The 
White Ho use and the Court" (June], ifl 
without a doubt the best commentary 
On tho Supreme Court that I have read 
Thirty-fa tir federal ]*Wi r 182 state laws 
and 13 local ordinances found unconsti- 
tutional in the 15 years of Warren Bur- 
ger's reign alone is truly awesome. 

We In the hinterlAndB never hear that 
the Supine me Cnurt justi-;x-s ar*i sick or 
][M"ipacit&ted f to maybe KJlpairick is> 
mistaken and they are immortal! The 
fact remain*, though, that Lheir fairest 
derision would be to hand down a re- 
tirement ag« for all justices and do 
away with tenure. 

Needless to say, we need a ccmstitu- 
ttonai amendment to Limit theae very 
mortal jurist*. Elizabeth E, Ko-ttner 
Pittsburgh 

J usually find KiLpatrick't column in- 
teresting and en]oyable T but "The 
White House and the Court" lh a horror 



Htory because it is true and rwthmjr 
being done about the situation. 

I do not know how much influence 
writers such an K.lJuh trick have on poli- 
ticians; but, I would #ue&R almost as 
much us they have on the general put> 
Uc H which is considerable, 

Kilpa trick should advocate a limited 
term for the judges, or at least a man- 
da lory retirement age. They should lie 
treated no differently than anyone else 
in government The President 1 h term of 
office is limited. Members of Congress 
hare no limit, but they are elected or 
voted out by the public, 

Tho real horror is the- ages of the 
judges and the fact thai they are so far 
removed from the realities of our soci- 
ety on a day-to-day basis, 

Generally, I find Kiluatrkk a little 
far to the left for me. but I would sure 
enjoy seeing him lead an effort to 
change the Court. HjUILE* Gaeneb 
Charlotte. N C. 



A success who Foiled the test 

Aceoriluig to the score I received on 
the quiz measuring the ingredients of 
the successful entrepreneur f M The Peo- 
ple- Who Take the Plunge." June;, I 
should he a total disaster. 

1 am the type of person who would 
have trouble succeeding ua the hired 
hand who performs menial jobs with 
limited «uj»rvi*H'ii. The only thing I 
have in common with the average en- 
trepreneur is that I am married. 

I bought into an earisting business 
thai wasn't doing well at the time, In 
June. 197(5, 1 bought out my partner. At 
Thai rirm- we \\a<\ thre* i'mplny^ and a 
gross income of j£5D r (X)(]. Uou year nil" 
company grossed in excess of 51 mil- 
lion. We now employ 19 people in o 
union shop, I have a Full-service wi^n 
shop, specializing in neon. 

I had better call my accountant and 
tell him that according to this article 
I'm not supposed to be doing sis well as 
I am. Guess 1 better selL 

William B, Rune 
President 

Meyer Sl^n Co.. Inc. 
Seattle 

Where did oil the refunds go? 

The headline for the June Business 
Outlook asked: "Will Refunds Be Spent 
or Saved?* ' Well, we bough t u video- 
cassette recorder with our tax refund 
and put the rest In a certificate of de- 
posit 

1 do not know what this will do for 
the nation's economy, but Et shopW 
keep us happy — depending, of cour*^ 
on what it costs to rent movies for the 

vol Bomni HAawKOTO* 

Brooklyn 

Lei's hear it for housing 

Re: "Homing, Still Healthy" [Bad- 
ness Outlook, June J, 

Consider what would happen if bank* 
announced that home Tnart^iigea 
iiv:i liable at 8 [WOTlt The banks would 
have to hire more employes to handle 

Send fetters to Editor. SaIWK's Bt-^ 
SEflB. ISIS H Street. N.W., iPailW 
ton* B.C. 20BSS t and include you f 
phone number. Letter* nddtnaed to 
Om Editor wilt b* wn*id*r*d Jbr J*£ 
Heat ion units* the writer requf*™ 
otherwise, and they may A* edited fl*w 
co Minified 
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WkWroteT^e Book On Two-Way Ra dig 

ANDlrsFkEE 

Read all about it How Two-Way Radio can help 
just about any business kwer costs and increase 
profits via mote efficient use of people and vehr 
dt5i. Plus, hew to choose the right radio fnxn 
Johnsons complete line of mobile communi- 
cations equipment. All American made by 
die two-way pioneer not only challenging but 
pacing the industry; All backed by a full year's 
1< * i > wiiminu on all parts and labor r w c 
Pkom tolRrw «0<K32» 5727 E*i* 122* l^MAj(f 
Or send this coupon far your free oopy. T &LKtHC 
MSIER 
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. STATE. 
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PHONE. 



T^e Challenger 



MAILT?): 

E F Johnson Company 
kadJitPn ^Ilil-Ls Uvwon 



The company 
with the stag can 
protect yourbusiness 
and something even 
more important. 

Your income. 



When disaster strikes, it's not property damage that 
causes mast business failures. It's the income that's lost . 

The Hartford's Spectrum is a business insurance 
package with an option that can replace lost income for as 
kmff n s a year— and rail pay the expenses of start ing 
up again. What's more, Spectrum closes many gaps 
in coverage you find in other package policies. So 
you're less exposed to substantia] financial loss. 

Compare ymir current policy with 
Spectrum on a cost-for-coverage basis. You'll 

$§iSF ness owners are switching to 
Spectrum. Just call an iiiflf.-pfn<l<-nt ageni whu 
represents The Hart ford. 
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Low priced time 
recorder helps 
small businesses 
meet wage-hour 



Ctort stomped 
employee time 
carts are your 
fbe$l corrrpiiarice 
yvtth mm- hour 
i laws, Latham 
Dffers lull line 
far any size 
payroll 




for WST mtarrmda 

PHONE TOLL FHEE 

1-80V241+4990 

In California, call 1 BOO/3S2 4314 

■ fin Georgia, cafl wWtcl 4W/691-04GC) 
gr writ* without afaHgxIlan. 

_ LATHEM HWE RECORDER 00MRA.AIY 
■ 174 SeHg Dr , S W , Atfurti. M 30373 
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the crowds applying for home mort- 
gage financing. Contractor* would 
start hiring craftsmen aad ordering 
building materials. And soon, the new 
home owners would be buying furni- 
ture, appliances and other types of 
home furnishings, 

Home building is the miracle indus- 
try. Unlike government make- work 
projects, which lead to higher taxes and 
bo reduce consumer buying power, pri- 
viita housing pays for itself. It aba in* 
creases government revenues. A study 
by the National Association erf Home 
Builders in 1981 found that 1 million 
new homeH general*? 2,3 million jobs 
ami £7.r. billion in taxes for all levels of 
government. Abraham H, Kales ei 
Silver Spring, M& 

Violating voluntarism 

After reading 1 'Measuring the Value 
of Work" {June] on the concept of equal 
pay for jobs of comparable worth, I 
believe the danger to our free society is 
the violation of the human principle: of 
voluntarism 

Nearly all trade* business and human 
association in conducted voluntarily be- 
tween people, based on respect for 
physical, spiritual and intellectual free- 
dom—the cornerstones of liberty. The 
buccusjs of small entrepreneurs and of 
big but* Liitsa is based on this same prin- 
ciple — except where the coercive power 
of the government is imjmseii 

A law imposing comparable worth 
will be the ultimate government regula- 
tion of the individual Gerald Bye 
Realtor 
Philadelphia 

Si Ikon not spate bound 

Although the article entitled "How a 
Space Venture Could Ease Suffering on 
birth" [June] appeared to be generally 
accurate, I would like to make a correc- 
tion. You stated that Mkrtiffr&vity Re- 
search Associate* is going to space to 
grow high quality silicon crystals. 
Nothing could he further from the 
truth. 

There Ls not enough potential im- 
provement from space processing of sil- 
icon to make it cost effective. Gallium 
Arsenide (our first projected product) 
definitely does have such potential. 

In certain market niches products 
proceflied in space wilt have such a de- 
cided advantage over their earth-baaed 
counterparts that they will absorb the 
hitfh cost of space processing and tnuis- 
port&tkm. RtaSELL J, RAMfiLAKD, Jh. 

Executive Vice President 
Microgravity Research 
Associates, Inc. 
Coral Giible* r Fla. 
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How to turn 
the advantages of 
401(k) retirement plans 
to your advantage. 



Simply build your program around the proven 
Flexible Investment Annuity (MA) produel 
offered by The Bankers Life of Des Moines, It's 
the ideal pension or profit sharing product for 
today's volatile investment climate. 

HA provides the Defined Contribution 
Plans of most companies with advan- 
felgfis previously available to only 
3 few large organizations. Invest- 
ment options and services make 
Hie Bankers Life program uniquely 
attractive to employees. It is easy 
to manage. And it is ideaJ for 40l(k) 
retirement plans. 

Check these advantages against any other 
Product you may tie considering: 

* forning.s on fixed income deposits at current 
high rates are set for a full five years. Indi- 
vidual account values do not fluctuate' for the 
Period, Each year a new rate (rf return is estate 
Iwhed for new deposits. 



Participants have a choice of investment 
opt ions... fixed income, equity, real estate 
or nu>ncv market fund 

Kecord keeping or investment-only systems 
are fully compatible with employee vol- 
untary contributions encouraged by 
Hie 1981 Tax Act. 

• Full plan services, including 
participant records, annual 
reports, and t>ooktei printing 
are available. The employer is 
relieved of the bookkeeping 
required in other plans. 

* Benefit options include annuities or lump 
sum cash. 

F1A may be used with a new program, includ- 
ing the ■1(H(k), as well as any existing plan. To 
learn more, mail the coujxin l>elow or call your 
Group Office of The Bankers Life of Des Moines, 
listed in the Yellow Pages. 




THE 
BANKERS 
LIFE 
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SMALL BUSINESS REPORT 



What Small Businesses Want 



Cut* in federal spending and 
a fair crack at government con- 
tram head a wish list ham- 
mered out by delegates to the 
^zrctif] Linemen* National I^ue£ 
Conference. A Hat of 41 poiicy 
recommendations has been pre- 
sented to the White House and 
the Republican and Democratic 
platform committees. 

The LOO deletes repre^n^- 
ed more than 5 million small 
business owners. The Washing- 
ton conference was sponsored 
by die U.S. Chamber of Com- 
merce, the National Federation 
of Independent Business, the 
National Smalt Business Assoc* 
ation, Small Business United 
and the American Institute of 
Certified Public Accountants, 

Delegates to the conference 
chosen by those five organizations on 
the basis of involvement in small hus+i- 
nesi issues at the state and local levels. 

Issuing a call u> haJance the federal 
budget by limiting spending rather 
c han increasing ifijces, I he i^:-«:Lh.^ 
urged an immediate spending freeze — 
holding fiscal lu^ spending at 1984 to* 
els— and a downward adjustment in the 
cost-of-tiving formula used for federal 
entitlement programs, 

Thi- 1 h- legates endorsed several steps 
to give small business parity with larg- 
er firms, particularly m the areas nf 
government contracts and taxes. Feder- 
al policy should require the government 
to buy goods and services commercially 
wherever possible, rather than domg 
jobs itself, the delegates said, and small 
firms should have "maximum opportu- 
nity" for participation. 

Because amall business tends to be 
more labor-intensive than larger firms, 
the delegates opposed fun m-r fi;*\ rull 
tax hikes. They called for sweeping 
simplification of tax rule* on debt- 
equity ratios, inventory and payroll tax 
deposits. 

Chamber Chairman Van P. 
Smith, head of the Ontario Corporation, 
a family of small firms with total sales 
in the S80 million range, challenged his 
fellow delegates lo produce broad- 
baaed policy positions and to work to 
elect members of Congress sympathet- 
ic to small business. 

"We must organize to eteel those 
candidates who understand that ... we 
am the creators of jobs, innovation, pat- 
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Via Smiih we must organize to Gleet candidates who 
UJHterstertd \M we ar* th* creators oK , , pr00r*w/" 



ents and progress " Smith asserted. 
"We must retire those elected officials 
who view small business &s something 
to tai, regulate am! harass." 

The range of issues accorded top 
priority at the conference contrasts 
markedly with that produced by the 
1980 White Bouse Conference on Small 
Bu&ine&L 

Nearly all of the top 10 issues target- 
ed in 1980 dealt with capital formation. 
Only one capital formation issue ranked 
in the top 10 this year— a proposal for 
legislation to establish small business 
parttcipati n £ d W ie n Lures 

It rs believed such legislation would 
encourage private investment in small 
firms. Investors would get a fixed rate 
of interest, as they would with other 
debt instruments, and they would jpar- 
tkipate in earnings with their earnings 
shares taxable as capital gain*. 



No to Domestic Content 

Thousands of small firm a will be hurt 
if Congress enacta domestic content 
legislation for automobiles, says the 
federal government's small business 
ombudsman* 

Frank S. Swain, chief counsel for ad- 
vocacy al the Small Business Adminis- 
tration, wrote to Senate (Commerce 
Committee chairman Bob Parkwood |R- 
Ore J thai the legislaikm would harm 
auto dealers and small firms that ser- 
vice the auto industry. 

Swain says that a domestic content 
Eaw t which would mandate inclusion of 
mor* j Am»Ti^-jri mudo parts in foreign 
auto^ could result only in higher car 



prices and in lower sales and 
i'ni(iluyment in auto-related in- 
dustries. 

"Small businesses are averse 
to seeing the L'niEed States set 
such a precedent,' 1 Swain wrote 
"If Congress approves the do- 
mestic content legislation, then; 
would then be strong demand 
for similar restrictions in other 
Industries. 

"Small manufacturers of a va- 
riety of goods rely on imported 
product and supplier to re mail 1 
competitive," he continued, "and 
the higher costs associated with 
domestic content requirement 
would significantly reduce their 
competitiveness. 1 " 
A recent Heller /Roper Small 
Business Barometer (Kilt showed small 
business executives overwhelmingly 
opposing domestic content k-gi^laiioii. 



Go ins in Insurance 



i. 



Competition and changing views of 
underwriting losses are reducing insur- 
ance coate and allowing small firms tn 
benefit, reports an accounting firm. 

tbirvey I). Moskowitt. national dife^ 
tor of accounting at Seidmnn & Scid- 
man, explains that, historically, insur- 
ance companies have regarded 
underwriting losses as intolerable, a"" 
to premiums have been set high L° 
avoid such losses. 

These days, things ar e different "IP" 
surance companies now consider th*»* 
losses the cent of obtaining investment 
funds, 1 ' Mos-kowiLr. suy*. ami prfniiUTflfj 
ure correspondingly lower, Increased 
cornfiet.il ion, caused h\ Ihf entrance 
new companies into the market, Ml 
alio contributed to lower rates. 

Sawy small business owner* now 
ank brokers for competitive quotes 
from several insurers h Moskuwitf sirt*- 
He adds that a review of insura« <! * 
needs also can reduce CQ§t& 

"Pr operty and liability insurance flO*j 
<rix\:*> is i-MHcly but essential, and shoiJl" 
be reviewed periodically/' Moflkaw*** 
ftays, Self-insunince — whereby a busi- 
ness assumes a certain amount o* 
risk — also can help reduce a comply 5 
annual insurance hill. f 
i mnpani^ gu rurally ^n-uld unr sell 
insurance only for limited risk*, .such 
automobile collisions and workers' C 0 ' 1 ^ 
peosatbn, he says. 
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Compare 
NwyorkMr 




DfTTRDri 




BOSTON 



NEWNORK 



Knoxville^ 

GREENVILLE/ f 
SPARfANBURC™ 

Savannah 
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Wc give ihc business traveler a hetier deal 
Compare our on-time performance. 
Compare ourconvenieni schedule. 
Then compare till The amenities we give 
you Like on weekdays, a omiplkmcnlary breakfast 
and [he Wail S$wt Journal or The New York Times 
m [hi- morning, huscomplimenurv mixed drinks, 
fine wmes and New York-style snack* all day 
Not in mention c\Uj kgroom. HtKi. window and 
susle seating and service by people who really eare, 

v. ihe nexi time you !wu businevi in "fit ol oui 
dues, remember ihat New York Arr is beyond compare. 



CNEWTORK AIR. THE AI RUNE THAT WORKS R>R\DUR BUSINESS. 



FOR RE5£ftAl IONS Ofl INfWMATiOM, CALL tOUW UUVlL AGENT Oft Nfc W vDftK AIR IN BOhlON. ^69 B400 
DETROIT. 961 7?72, DURHAM, 083 -114.1 GflF.E'NVlUE 7'13-W-U) KflOXVU Lf„ 5tfJ NtVWtffK, 6?} 0770. 
NtW YORK CI TV, tfS'UOO, NASSAU 'SUFFOLK. 1000. WEStCHESTEfr. 683 0001. ORLANDO ?S6-6C00, RAI£HjH. &33 i3&0 
SAVANNAH. SPAflTAHBURfl $35-5660 WASKlMCTOt* 538-2300 OR NATIONWIDE. 800 PI 1 1 9300 



BUSINESS OUTLOOK 



The Test Ahead on Spending Cuts 



Business will be watching 
Capitol HP closely the six 
weeks Congress is in session 
before it adjourns October &, 
That much -bally hooed down 
payment on the budget defi- 
cit re mains incomplete, with 
the most important steps yet 
to be taken, k remains to be 
seen whether Congress' will 
tq cut spending is as strong 
as its will to raise tales. 

So far the main accom- 
plishment of the second ses- 
sion of the 98th Congress has 
been passage of the Deficit 
Reduction Act of 19*4 fwfafct 
includes the Tax Reform Act 
of 1984; see "How the 
Tax Act Will Affect You," 
page fi8>. It raises $4 in new 
taxes for each $1 in spending 
cuts. That leaves a long way 
to go before spending LS cut 
twice as much aa taxes are 
raised, a* the White House 
and the congressional leader- 
ship agreed last spring. 

The ostensible purpose of 
the down payment plan is to 
bring down interest rates by 
reducing federal borrowing 
in the credit markets. Mast 
of the deficit reduction mea- 
sure* enacted to date, however, levy 
new taxes on savings and thus shrink 
the savings pool. 

For businesses, those taxes reduce 
retained earnings and, if they want to 
grow, increase Lheir need to borrow- 
but from a smaller sarin gs pool- By 
shifting borrowing from the public to 
the private sector, therefore, Congress 
has done nothing to bring down interest 
rates. Spending less could do that, 
though. 

Mftxh Apptopdofani 

Senate Majority Leader Howard 
Baker fR-Tenn,) ha* made passage of 
tbe 10 remaining appropriations bills 
hffi top priority. Depending on who does 
the counting, those hills will have to 
chop projected spending over the next 
three years by at least S&o billion and 
possibly by us much as $95 billion. 

Political haggling between the House 
and Senate over the size of the increase- 
in the Defense Department budget has 
made compromises on spending levels 
elusive. The House wants to make half 
of the promised spending cuts in the 
Pentagon budget; the Senate wants to 
make one third. 

16 




Majority Leader Howard Bsk*r wkll pqi the Senate la work 
looking for promised savings In 10 Appropriations bHa. 



atop the course of the admin- 
titration/ 1 

Accordingly, House Demo- 
crat* have tied up job-treat* 
ing urban enterprise stone 
legislation and two anti- 
gpending measures, tine giv- 
ing ihe-icetn veto authority 
to the President, the other 
a proposed constitutional 
amendment to limit spending 
and taxes. 

While House Democrats 
hope to gain from doing cioth- 
ing, House Republicans are 
pushing their own lfl-point 
legislative agenda. They 
want votes taken on sut j h 
controversial issues as mone- 
tary and regulator)' reform, 
summer and youth jobs in- 
i-fi i ■• !■• • raining, high* 
er Individual Retirement Ac- 
count contributions tot 
spouses, tuition tax credits 
and anticrime legislation 
I As long as the Democrats 
| control the House, though. 
j f i/ w if any items on this list will 
| come up for a vote. So the jph 
I of deciding wjiat nonessential 
legislation has a chance of pas- 
sage falls to Baker. 



Already through the gate are bills 
setting next years spending levels for 
energy and water development projects 
($15. 4 billion, up 6 percent), the Hous- 
ing and Urban Development Depart- 
ment and several independent agencies 
($56.5 billion, $1,1) billion more than the 
administration wanted)— and Congress, 
which voted itself 5 percent more. 

...And What Else? 



Spending money ft not the only thing 
Congress has done this year or hopes to 
do before the election. 

K<t hiiHnesB. potentially the most 
significant law enacted this year is one 
that revamps bankruptcy court* and 
makes them part of die federal district 
court system. It also creates 85 new 
federal judgeships. 

Another new law requires federal 
agencies to seek competitive bids on 
government contracts. But, says Rep. 
Dan Lungren (R-C*lifO» "by «^d large 
its been a do-nothing year. 

That seems to pose no problem for 
House Democrats, led by Speaker 
Thomas P> O'Neilt, Jr. "We really 
haven't started out looking for new leg- 
islation," O'Neill say a, "We want to 



Campaign Hefp 

With 19 Republican seats in the Sen* 
ate being contested this year, Baker 
also expected to respect the wishes ot 
members who will be affected if the 
Senate votes on certain issues a few 
weeks before the election. 

What is on that list? Nobody i* say* 
ing. 

But the odds lire that bills like the 
i -in.' i- longing cigarette health wanting 
labels will come to a vote only with IS* 
approval of Sen. Jesse Helms (R*N.l n ->' 
who represents many tobacco farmer*- 
A strong backer of the ReaKwi .L-lirir^" 
tration, Helms is in a tight re-election 
race with Gov- James Hunt (D-N\CJ- 

Ui!ls of interes I io huswier* with i-h* 
best chancea of passage include the E** 
port Administration Act, aimed at 
streamlining export licensing whih J 
curbing illegal i j \]mr^ uf hi^li ttrchnolt* 
gy goods to Communist bloc nation^ 
banking legislation that would halt jtwr 
mntion of so-called nonhank banks ij* 
exchange for giving bankfl great it wfl 
ity to L-'.irriiu'U] with other financial 
vice companies; and Superfund leg***** 
Lion extending the operation of t " 1 * 
haxardouM waste cleanup program* w 
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WHEN HEWLETT-PACKARD 
DEVELOPED A PERSONAL COMPUTER 
PRINTER THAT USES A QUIET JET OF INK, 

PRINTS 150 CHARACTERS PER SECOND 
AND COSTS ONLY $495, 




THINKJET. 



The ThinKJet printer will work with most 



pillar personal computers, including Hewlett- 
\ IBM* COMPACT Tl* or Apple He? 



Hewlett- Packard research has used Inkjet 
technology to make theThinkJet personal com- 
puter printer surprisingly quiet while printing 

150 high quality* dcrt-matrixdiarariere per second Finally, as quiet, fast and compact as the 

for text or graphics* The Thinkjet printer weighs Thinkjet printer is, it still has one more feature 

only 6Vi pounds and it takes up just a bit more that's mmg to cause a a>mnx>tion; its price . . . 

mom than your telephone, So P it can work right on $495.00? 

your desk. There's even a battery -on wercd model See the entire family nf personal computere, 

thai lets you print anywhere* Ana, the Thinkjet software and peripherals at your authorized 



printer's ink supply and printhead are des 
m one neat disposable unit that simpiy dft 
out when it's time to change- 



led Hewlett F^ckard dealer 

Call (800) FOR-HPPC for the dealer 
nearest you. 



l» i Tt«Mnm9 imdmullt of liitrrnufwiuil BuhJikh Mb 
EWNtrtHd taktourk *t T**m bflLnrnira!*. bmL API 



Setting TfouEtee 

1X^1 HEW LETT 
r PACKARD 



fthuu COMPAQ b AttadciEiut *4 COMPAQ Cotnptilrr tixpotutKu 
mnl traietaaA u* Apple CooapiiliT, fam ^St iajufci d Mm! pritf 




Adapting to a New Era 
In Marketing Strategy 

Today's successful business must satisfy 
better educated, more demanding consumers, 

By Sharon Nalton 



Andrew leww u*ed to disdain the 
i word 41 marketing.' r The chairman 
of Best Products Company, a retail gi- 
ant, dulled marketing's image a* "a 
way to crevU demand," He still says, 
"That is not our approach." Neverthe- 
lew, in mid-July he announced the com- 
pany's first senior vice presidem for 
marketing , 

Daniel R. Scoggin< president and 
chief executive officer of T«GJ. Fri- 
day's, the Dal I as-baaed restaurant 
chain, says his marketing philosophy ie 
simple- He believes in wornVof -mouth 
advertising, "if the product is right," 
he says, "the consumer h just going to 
come and get |L ttf 

Michael Klein, president of Sentinel 
Consumer Products, Jnc,, of Mentor, 
Ohio, decided he could challenge the 
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giant* of hi* industry— health mid 
beauty aids — by adding color to tradi- 
tionally white products like swabs arid 
cotton balls. 

Ed Wachtel and Herb Goldsmith, 
principals in a New York City sports- 
wear manufacturing firm, had done al- 
most rio advertising when they found 
thai one of their newly introduced prod- 
ucts, a racing-style jacket, could be a 
runaway best-aelhsr with the right pw 
mutkm. 

These Five entrepreneurs have dlf* 
fenng perspectives on one of the moat 
dialletigbg and elusive aspects of busi- 
ness—marketing, the art and science of 
winning and retaining customer loyal- 

ty- 

What it la, how to adapt it to particu- 
lar products and services^ how to make 



Dan ScoQgkn turned T.G.I. 
Friday's taslauranls around 
with 4 customer-centered 
marketing strategy, 

it work effectively for a 
busLiiu-s* — Jill this is uf in- 
creasing concern to bu*i- 

nitfH \ivo\\\v hl-ULLU.Se l.»f 

marketplace changes that 
Fire altering, in many 
ways, how sellers commu- 
nicate with buyers. 

Smaller business** are 
paying- greater attention 
to the need for marketing 
strategies, which they 
once considered the prov- 
ince of big corporatkmu 

Even the definition of 
marketing is changing. 
There Is a lot more to it 
than selling. Steven W- 
Brown, president of the 
American Marketing As- 
sociation and professor of 
rnurk^tinir ut Arizona 
State University, say* 
thai a true marketing ori- 
entation, whatever the 
size of the business, in- 
volves "putting ourselves 
very much in the shoes of 
the users of our products 
or services and trying to 
look at our product or ser- 
vice from their perspec- 
tive; 1 

Like finance, marketing 
can affect every facet flf s 
business. It consists, 
Brown says, of alt the ac- 
tivities 11 associated with 
the generation and reten- 
tion of customers." That 
means determining what 
kinds of customers a firm 
wants, development of 
products or services, Lid* 
vertlsuig, pricing, diatri- 
hution and the kinds of af- 
ter-sale activities a firm 
undertakes to make sure the product of 
service is doing what the com pan}' 
promised. 

Because more and more companh* 
are coming to recognize the importance 
uf that approach, the marketing field i* 
teeming with changes, They rang* 1 
from a new emphasis on marketing by 
traditional businesses to a soaring 
of new techniques like telemarketing 
ami f)ir*r>. mail. 

Best Products is among the compa- 
nies caught up in that change, 

Andy Lewis, who has played a maj^ 1- 
role in the growth of Best Product* to* 0 
a multi bill ion-do liar operation, 
three principles have guided the compn* 
ny since it* founding in 1957: Giving 
customer* the lowest possible prices t>ri 
name brands, making sure products ai* 
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fa stock and readily available bo era** 
tomers, and providing good service, 

Bul< says Lewis, because retailing is 
Itcoh a fasMnoYing and highly competi- 
tive field, the way Best implement* its 
policy has changed a great detiJ "What 
worked in 18^ no longer woTk* in 
1984," he says. Onee the company did 
no formal research, but it has now 
turned Lmat.aiht'dJy i<i the tools of mar- 
keting to give it what Lewis calk "a 
kbtae rational, focused look at the coiv 
aumer and what the consumer needs, M 

The company itself, as well as the 
marketplace in which it operate^ hag 
changed dramatically since Sydncj and 
Frances Lewis opened a catalog mail- 
order business based in Richmond. 

People hi the area began dropping in 
to see the merchandise they were offer- 
ing, M lt quickly became obvious it was I 
walk -in business," says Andy Lewis. 

Jkh&t had only four showroom* in 
1869 when Andy left hi* economics 
teaching post at the University of Rich 
mend and joined hie parents in the com- 
pany. Things began to happen fast. 

In 1970, Best became the first catalog 
nhnwronin rMHnpimy tn gn fiubliv, and 
a^tes jumped 44 percent, to nearly & 
million that year. In the next three 
Vvara, 23 new showrooms were opened, 
^d annual sales hi! Sin:? million. 

Be*t now has 196 showrooms, and 
jmies reached *2.1 billion 
,n 19BS+ Sydney 



Lewis retired this year, and Andy, who 
had been president and chief operating 
officer since 19T6 h became chairman 
and chief executive officer. Frances 
tawia continues- a* executive vice presi- 
dent 

During the years of massive expan- 
sion, Andy Lewis says. Best gave little 
emphasis to any formal marketing pro- 
gram, but ihure wore strong element* 
of a successful marketing strategy at 
work, One wi» the way the founders 
quickly adapted tn tii-eiKu r.Lli m.-- 
turner preference by going into show* 
rooms, as opposed to mail order. Offer- 
ing brand-name merchandise at tower 
prices was a customer plc&scr from the 
start, and the growing number of busy, 
two-earner* budget-conscious couples 
liked the anted and convenience, a* well 
aft the prices, that Best offered 

SOME MARKETING opportunities 
came about almost by accident, 
however, When they did, the Lewis 
family was quick I® srae them. In 1978, 
for oxamplc r artist friends of Sydney 
and Frances, who are art collectors, 
persuaded them to experiment with a 
new look for their drab, boxy stores. 

The first result was the renovation of 
a South Richmond showroom's far ad t- 
to make it appear that the brick was 
peeling off, Tlie front wall of a new 



store, opened in Houston in 1915, ap- 
peared to be crumbling. The strange 
facades, now fronting eight stores have 
been a sensation, 

"Even people who didn't like them 
loved to bring their friendu and nhow 
how ugly they wqre/"s*yi Andy Lowis. 
When the Houston store opened, bun- 
nesfl doubled at another Hotuton show- 
room for the nest two month* because 
of increased awareness of Beet Prod- 
ucts. 

The arty facades were adopted "Tor 
the fun of it/ r Lewis says, but they also 
turned out to be* a good marketing tool. 
"Pea [i If arf surprised that a corj K-ra- 
tion would have a sense of humor," ex- 
plains, Lewis. " Jt personalizes the com- 
pany for the customers and make* 
Uu-in ft- 1 better aiwut yj.." 

Though Best may have flown almost 
on instinct to its first two decades, 
changes in its environment and its com- 
petition now necessitate a more con- 
scious concentration on marketing. 
Lewis' new marketing chief, Unwood 
A. Lacy, formerly Best's senior vice 
p r esiden t of merchandising, will face 
some major challenges. 

Upscale discounters, like Bradleea, 
have become a major force in the retail 
marketplace. So have agrsftsive special- 
ty stores tike Toys ft Us. Higher-end 
emporiums like Bloomingdales and 



Aggressive pricing and lanh^on are key la the way Mrchnel Klein promote* Sentinel n 
product!, which Include health and beauty aids. Hit swabs come (n seven colors. 
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Lord & Taylor are pursuing highly suc- 
cessful marketing strategies aimed at 
contemporary customers ► 

In the 1970s, Lewis point* out, one 
city's market looked much like all the 
others, und decisions could be nr.iadu ef- 
fectively at headquarters But now, he 
nays, "people mil try to — and need to — 
dia languish their marketing efforts 
from one place to another. Today, with 
the e nermann increase in competftkif) 
and the kinds of competitors, Sacra- 
mento no longer look* like Dallas." 

Dan Scoggin of T.G.I. Friday';* is an- 
other entrepreneur who haa used effec- 
tive marketing strategies not only to 
launch , but alao to save, his. business. 

In their early years, the trendy, an- 
tique-filled eating housed known as 
T.G.I. Friday's drew a young clientele 
including many singles, with a fun, up- 
tempo iiiuiftc. 

But on its way to becoming the 78- 
restaurant chain it is today, Friday's hit 
a dangerous slump in the 1970s. Scog- 
gin wanted to know why. His manager* 
and board member* blamed the oil em- 



bargo, severe- competition and lhe tradi- 
tional pattern in which restaurants 
start out with high volume that then 
begins to fall off 

He refused to accept any of those 
explanations and began studying other 
restaurants around the country for 
clues, His conclusion; Declining patron- 
age at a restaurant means the customer 
ia not satisfied. 

Scoggin realized that Friday's had 
locked itself into an image of a 
place oriented toward singles. But Lhe 
youthful customers were growing up, 
and consumers, in genera] were chang- 
ing, Gointf out to dinner, once a special 
event in a family's life, has become far 
more routine as the number of two- 
earner households increased rapidly. 

And, because consumers were travel- 
ing more, they Were acquiring more so- 
phisticated palates. Drinking habits 
were changing „ too, away from stron- 
ger alcoholic beverage*, toward light, 
fruity drinks. 
E^etermined to make Friday's viable 



■jfaift, Scoggin began to downplay t J i>' 
singles image; he even cut the decibel 
level of the background music. Menus 
are now aimed working couples, :in<l 
offer a variety wide enough — from Chi- 
nese to Mexican — to please almost any 
taste. Customers can fill up on appetiz- 
ers for lean than $8 or go ail the way 
with a S1G\95 dinner. They can even 
brin^ the kida. 

To appeal to the well 'traveled diner, 
the restaurants emphasize freshness, 
with all meals prepared on the pre- 
mise*. To keep up with changing tastes, 
the restaurants revise their menus ev- 
ery six months, dropping items that 
have not fared well and adding new 
ones- 
Friday^ has also shed the "cute" Ian- 
Kua^e and designs on ils menus in fa- 
vor of straightforward descriptions of 
food and mure sophisticated graph ic$- 

The changes have paid off. Friday's 
went public last December, Analyst* 
expect its sales to be around mil- 
lion IhtH year, compared with £229 mil- 
lion in 1983, Annual volume per unit— 



Seven Steps to Better Marketing 



Small businesses need marketing 
just as much as big one* — perhaps 
mortr. A big business can survive 
marketing mistakes much more easi- 
ly than a small one, s&y William A, 
Cohen md Marshall EL Reddiek, au- 
thor* of Succr&sful Marketing far 
Smalt Burin em* Here are some 
pointers from marketing experts: 

• Before developing a new prod- 
uct, find out what your market 
wants. Say Cohen and Reddicfc: 
"You should offer a product or ser- 
vice, not bocau&e you warn to, but 
because it b something your poten- 
tial customer or client wants to 
buy." 

• If you are too small to conduct 
research on your own, look for stud- 
fes done by others. Try th« V 5, 
Small Business Ad mi nitration, your 
local chamber of commerce, trade 
nraocintkms and trade journal*, ami 
nearly universities. 

* Listen to your research. Ken- 
netii L BemWdt. prufcv&ornf mar- 
krting at Georgia State University, 
says that initial research for the iEl 
fated DeLorean automobile showed 
a targe demand for a specialty 
sports car in the 5 lo.OOO-*2O\O0Q 
range. But DeLoraan ignored the re- 
search, adding features, that result- 
ed in a $25,000 price tag—and ultt 
mate failure. 

* Pay attention to your custom- 
ers "If you get li>U of complainta, 
listen to them," says Andrew Lewis, 



chairman of Beat fVuducts Com pin- 
ny. You must be lough on yourself 
m determining whether you are ffr- 
inE the customers what Lhey wanL 

• Be aware that one marketing 
itBMm will affect another. Rebec- 
ca Matthias., president of Mothers. 
Work in Philadelphia, knew that 
when she began adding r<**ai! nutlet* 
to her mail order hu Fitness of selling 
maternity Wear to career Women, 
she stood to lose some of her catalog- 
lakes. But she took a chance, figur- 
ing that if she lout all her maiJ order 
trade in a city but got four times the 
business in a store, it would bv prof* 
itahle, Her bet paid off, She found 
she could do eight to nine time* the 
business with a store and retain 
some of the catalog sale* besides 

• Monitor your environment 
What is going on outside your busi- 
neas is. a* important as what is going 
on tabid* ll, says American Marbl- 
ing Al&omtion President Steven W 
Briiwn Keep tabs on the economy, 
government regulations and the 
changing las ten of consumers. 

• Aim for a long-term relationship 
with your outonver tana Vnylen tit 
Ash ton. Md_, was delighted recently 
when outdoor outfitters LL (Sean 
Mnt her a refund check for one cent 
because she had overpaid that much 
on a mail order. An L.L. Bean 
spokesman aaya it was just like if iv- 
ing the customer change at the cnah 
register, 



If you want to shore up your mar- 
keting efforts and are looking for 
help, here are some resources: 

• American Management Associa- 
tions Extension Institute, 13» W. 
riDth Street, New York, N.Y. 10020, 
f212) &03-8040 Offers self study 
courses in such topics as strategic 
marketing planning, pricing and di- 
rect ma] I; 57*1,95 for AMA members, 
$63.95 for noomembers^ 

• "Fundamentals of Marketing." 
wt*pk*3ong seminars for executive!, 
with no more than three years' expe- 
rience En marketing. American Man- 
agement Associations, 13R W. 50th 
Street, New York, N,¥. 1002A, HttSt) 
5864100; $£20 for AMA members, 
$Wfi for nonmembers, 

• Principles of Markr'tirtp t by 
Thomas C. Kin near and Kenneth I- 
Bernhardt- A readable t^xt coven ag 
marketing bnwirs; $2B.£I5. Available 
at tome bookatomt or from thii Col- 
lege DiviiKioo^ Scott, Foresmap £ 
Company, E. Lake Avenue, 
Gl^nview. 111. mtl\ (312) 72^?<XKJ 

• Successful Market in $ for 
Small Businmufi by William A. Co 
hen and M sir shall E. Reddkk. A 
practical ^uide with chitfjU-rs on low- 
cost research, distribution strutetfieH 
and selling to industry and ifovcm- 
ms*ni I.imiteti nn^lies are s,ti3t avuil* 
able for $H Iti. Publication Service* 
DepartrnenL American Management 
As^H^ijii.kpju. P.O Box SI 9, Saramic 
Lake. N.Y. im$. 
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Employee Benefits 



Did you know... 



. . . that employers today are 
faced with the highest bene- 
fits costs ever'? In 1982 total 
employee benefits costs 
rose to $510 billion. Prelimi- 
nary estimates suggest I hat 
1983 s costs will be $550 bil- 
lion, and that this will rise to almost S600 
billion for 1984- Benefits for hourly rated 
workers averaged 367 percent of pay- 
roll for all companies in 1982. Payments 
for time not worked constitutes almost 
one-third. The U.S. Chamber has been 
compiling comprehensive statistics for 
more than 30 years. The latest report 
includes data from 1 P 507 companies 
nationwide, in manufacturing and non- 
manufacturing industries, showing: 
• employee benefits as percent of pay- 




roll, by type of benefit and 
industry groups 

• employee benefits as 
cents per payroll hour, by 
type of benefit and mdus^ 
try groups 

• employee benefits as dol- 
lars per year per employee, by type of 
benefit and industry groups 

• benefits payments by region, size of 
company; and industry groups 
Order copies of Employee Benefits 
1982 for your company today! It in- 
cludes 21 tables and 3 charts that en- 
able you to compute your own benefits 
costs and compare them with those 
of other companies $12.00 per copy, 
#6714 (discounts available lor quantity 
orders). 



U*5i Chamber of Commerce 

9.0 Box 114 
Kensington, Md. 20795 



□ Bill to mm • 

□ Chock enclosed 

iMfihe chocto pa^ablv Id Crran&er □< Commerce* cl 
LI S ttoJrca Of Columbia and Coirtnynia rantferH add ap 
&W*a\9 tatat taw i 



Send right away 1 

Name , 



copies of Employee Benefits 1982 (#6714) 

. jm 



Organization _ 
Si reel Address— 



City -Stele. . 



$3-4 million— is reputed to be 
tops In the business. 

The challenge that NGEk* 
Klein of Sentinel Consumer 
Products faced was not r*s* 
cuing a slumping busing 
bill taking a small one up 
against such formidable op- 
position as Johnson & John- 
soti 4 Chesebrough- Pond's, 
Scholl and Procter & Gamble. 

After tang service in the 
apparel industry (he was na* 
tional salea manager for 
Donejitil Me eis wear \ r Klein 
bought Sentinel 10 years ago 
and found a [ink between the 
two fields. He had watched 
styles, in men's shirts change, 
as a strong emphasis on 
white gave way to pastels, 
bolder colors and complex 
pint em it of checks and 
stripes. 

He was again in an indus- 
try where white was domi- 
nant after he took over Senti- 
nel, which made health and 
beaut v jijds. Hut he quickly 
carved out a marketing 
niche. 

Drawing on tricks be had 
learned in men's clothing, 
K\*-\n turned out pastel pink, 
blue and yellow "cotton" balls factual- 
ly, rayon), and swabs with sticks in sev- 
en colors. He even added color and de- 
signs to the insole* in hi* footcare line, 
and he concentrated on packaging with 
contemporary graphics. "White prod- 
9Cta sell" he says, "but it is fashion 
and color that motivate." 

He also launched an aggressive pric- 
ing strategy that put his products' 
prices 20 to 50 percent below those of 
competitors. The consumer gels a low- 
er-priced product, he says, and "the 
|ir"fiUitiiNty to a retailer is. much* much 
i*n:aUT " 

ALTHOUGH SEWTIKEL'S naide may not 
I be a household word yet. Klein 
sells to 3,000 accounts across the coun- 
try, including K mart. Wal-Mart and 
Wool worth, He also turns u-ul products 
sold under the private labels of some of 
the country's larger retailers. He will 
not specify the level of his annual salea, 
beyond saying that they are between 
S10 mil lion and S20 mil! ton. 

In recent months, he has entered the 
highly competitive feminine hygiene 
market, convinced that the design of 
his products and their tower prices will 
win them space on store shelves. 

While Klein was taking on the big 
names of bis industry, another compa- 
ny that started out relatively small 
found that hig names ojttned market- 
ing opportunities of a magnitude its 
principals had only dreamed of. 

Ed Wachtel and Herb Goldsmith had 
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Europe Craft Imports achieved rapid growth when eetebrlftefi touted Its "Members Only" 
sportswear. Her*, actor* Chris Atkins *rtd Erik Estrada work on neit spring's TV id campaign. 



been running Europe Craft [mparts. 
Inc., in New York City for 17 years 
without setting the sportswear indus- 
try on fire. In 1978, they Lntruduced n 
racing-style chintz jacket aimed at the 
young men's market Stitched cm the 
jnn'ki-'t wK tbi buVi 'M<Tii'n L r- i Mity " 

Paying celebrities to promote prod- 
ucts is a venerable marketing tool but 
Wrtrhtel and Goldsmith found that 
stars like Johnny Carson and Prank 
Sinatra were wearing the "Members 
Only" jacket in prime-time television 
appearances without any arrangement, 
with the company. Suddenly, the jacket 
had status, Europe Craft had done vir- 
tually no advertifiing but. in late J97& t it 
launched a successful co-op advertising 
program with major department stores 
in Los Angeles. By the following 
spring, it had added Chicago. Miami, 
Boston and New York. 

By 1981, Wachtel says, it was time to 
"lei rnrs?-i|irnTjs know Mr- pmdm't wft* 
available nationwide/' In the wake of 
the success of thr unpaid testimonials 
fru-m celebrities, they turned to the en- 
tertainment world far their promotion 
campaigns. They first signed Antbdfiy 
Geary, star of AflCTV's "General Ho* 
pitAl." who was chosen primarily for his 
appeal to Women (Wachtel says they 
influence 76 percent of all mens wear 
purchases) and to younger people, who 
set fads and trends, 

Larry Gatlin and the Gatlia Brothers 
wen* signed in W88 for two yean to 
extend Use "Mcmbw Only " reach to i 



slightly older audience while maintain- 
ing its apfjeal to women. Meanwhile, nil 
the company's products were i>tMiig: con- 
verted to the "Members Only" 1 label. 
The strategy behind the adveribiiiitf 
was to build a base for expansion via 
Irrieiising agreement*, Befon>, Wariitel 
no Led, "we didn't have a name anybody 
would pay us for.* 



ANNUAL sales are now SlOfi million, 
i compared will', million in the 
year they introduced the "Members 
Only" jacket. As a further sign of sac j 
cess, the company is spending $<3 mil- 
lion on advertising this year, compared 
with less than $60,000 in IBT9 P and last 
year spent $400,000 protecting tin* 
"Members Only" trademark, fighting 
infringement and counterfeiters. (Sfltf 
"Waging War on Bogus Goods," pagt 1 

When "Members Only" identify 
younger males as the principal audi" 
ence for Its racing 1 jacket, it was using 
the "segmentation" approach that is. » 
fugnifkrant part uf marketing today- 
Other trends: ;t Hlmfji increase in mar 
luting by service* companies and profes- 
sions, greater use of teehnolfttfy ***** 
increasing sophistication among con* 
Burners, 

The need to segment markets aroS^ 
from changes in the population* market 
export! say. They point to the Sucre**? 
in two- worker households, the proli** 
eration of singles and the rising ag* °* 
the population. 
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Technology has mode segmentation 
possible. Through cable television and 
specialised magazines, advertisers can 
reach such specific groups as Mporta- 
orienled males and culture buffs. The 
emttrgencu of personal computers has 
meant that more n in ringers ami m:«rktfi- 
ing uMtu Lives haw access to more 
marketing data than ever before* 

While Best Products once made its 
marketing decisions at headquarters, 
Information can now be gathered and 
organized by computer at the local lev- 

and decisions made there, "The com- 
puter is changing the way you do mar- 
keting/ 1 flays Andy Lewis. 

OWE OQMFa.Vy that has been perfect- 
big segmentation in the last six 
years is Anheuser-Ua*rcri, Inc. Accord- 
D&f to President [tennis P. Long, the 
brewing company now looks at each 
tfco graphic urea and assesses thn 
firm's strengths and weaknesses En 
terms of the demographics there. Does 
it need » program that would appeal to 
Slacks or II ^ panics? Does the company 
nred to strengthen its reach in the 
yuung adull. market? 

Once a segment has been identified, 
the 

marketing" program using all possible 
marketing tools— electronic and print 
advertising, merchandising 
touch as point-of-sale materials), 
in-store promotions, publicity 
and even distribution. ("Wo 
have tin.- fin eat wholesale chain 
h the business/ 1 says Long,) 

Following such a procedure, 
Anheuser-Busch — or any com- 
f*ny— can cover the entire rasp* 
bet, layment by HegnumL 

AnhcuHi-rttusch recently in- 
traduced LA beer (for low alo- 
c hol}, designed for the segment 
tJ f the population interested in 
moderation and concerned 
-«Wt alcohol abuse. The beer 
*as teatt-d first in 16 marketing 
<*"veraf* are**, so thnt all de- 
ftiojrraphic variables could be 
aaHex*tfj and to be sun 1 that the 
^gment Anheuaer Busch had 

™ot volume, 

So far, LA— which fciits nUm! 
Wf the alcohol content of regu* 
.j J "eer— is appealing most to 
■***fr40-year-<ijd*\ Long says 
young adull.* filled 2] '^i have 
n "> yet seen the merit of moder- 
atj °n, which "tells us we have a 
*'«akn«rtn in our marketing 
J*Us. ,B 

^ Se grnentatio n is also more 
ffffiftri m busmi-s-to-iiiwi- 
jes* marketing siratugv, notes 
*>*iin*lh L Bernhardt, pro fe* 
* 6r ftf marketing at Georgia 
"J*^ ITtiivetMiiy ah4 swUun r- • 
***^h professor at the Market 



ing Science Institute in Boston, Instead 
of— «r in addition to— dividing sales ac- 
i i <r ding to geographic regions, a compa- 
ny like International Business Ma- 
chines might assign a national sales 
account management Learn to each uf 
its biggest customers. If IBM assigns 
such a team to General Electric, for 
example, that team will understand ail 
the need* of all the GE divisions. 

However, it was neither the need for 
segmentation nor advanced technology 
that created a whole new environ ment 
for marketing professional services, il 
was the U.S Supreme Cwrt In la*TL 
the Court ruled that restrictions in> 
posed by professionals* groups on mem- 
bers— physicians dentists, lawyers— 
intuhir.ed (he flow fif commercial inJor- 
mution and kept the public ignorant of 
types of sen* icea available and the fees 
for them. The Court decision Striking 
down the prohibition* on advertising by 
professionals fed to the establishment 
of chains, of legal clinics and dental cen- 
ter* that advertised heavily. The opera- 
tors, many of them franchisees, added 
an arid it ion a I marketing lunch with eve- 
ning and Saturday hours that attracted 
working people. 

Oddly enough, packaging design 
firms like Gertstman & Meyers in New 
York City still do not advertise. Even 



This is Tha age of "the conscious consumer 
marketing consultant Failh Popcorn. Ma/ knurs must 
offer customers a solid reason tor buying, she say a 




though packaging is a basic marketing 

I. the Package Designers Council 

stipulates thai members cannot adver- 
tise, according to Herb Meyers, one of 
the firm's principals. 

Given the tresis, rmwever, Meyers 
thinks it will not be long before packag- 
ing designers will advert ^e, ton. Mean 
while, the $3.5 milUon-a-year firm, 
whose clients include Heinz, Black & 
Decker and Xerox, defends on thequul 
cLy of its work to retain existing cus- 
tomers and generate the referral* il 
needs to get new one*. 

any businesses are finding it 
tougher to keep up with today's 
more intelligent and more demanding 
consumer, Bernhardt say* there has 
been "an incredible Increase" in the 
educational level of consumers, And p he 
notes,, fining incomes give people more 
chokes and greater expectations in 
making purchase* , 

Faith Popcorn, president of Brain- 
R«serve p Inc., a New York advertising 
and marketing consulting firm, calls 
this the age of "the conscious consum- 
er" concerned about quality, service, 
safety ami health factnr^, a- well as 
price. He or she is willing Li> spend time 
to learn about a product before buying, 
and is not afraid to hear the truth, even 
if it is unpleasant. (An example. 
Popcorn says, is this warning: 
,! If you don't floss your teeth, 
you'll lose Lhem."fc 

Marketers are going to have 
to give consumers real evidence 
of the quality of a product and 
other solid reasons for haying. 
Popcorn says, '"Clever catch 
worik urm"? i^-n i Hi i_- * : ii- '-in 
phasisea. "You have to give 
some real value/' 

And it is no longer just a mat- 
ter of building a better mouse- 
trap, marketing experts are tell- 
ing businesses. 

Some of those experts like to 
U'H the story of the engineers 
who came up with a superh new 
mooaetrmp, so well eonatrurtod 
it would last a decade But the 
u.iriu did En-ai it |j»i(h hi 
their door Hurillv anyliody did 
If the engineers had done some 
market ren earth, they would 
have learned that consumer* do 
not want a mouaetrap that tmn 
be used rppeau»dly. They want 
one they can throw away, com- 
plete with mouse. 

Businesses that learn the les- 
son in that story will have mwk< 
major strides toward an appreoi 
alion of the uVniund.1 of the con- 
temporary world of maiiuftfefJD 

J\> wrier rrprmU tif that 
and fntlmmng article. 
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Piercing the Smoke Screen 



By Judith Langer 



SPITING informally around a table, a 
gruup i if in men miked disparag- 
ingly about cigars. They referred to 
themselves as fl wedding and bar miu- 
vah" sm&kers 4 who tit up cigar* oh 
rare, special oxraaskma. They rocked 
what they considered the niacht^ ty- 
toon image cigar smukers tried to 
ject 

But when cigars were panned around 
the table for them to smoke, they lit up 
with el nourish, sal back exjuansively,, 
gestured with their cigars and, in gen- 
eral appeared to be adopting the very 
image they had been mock in % mn- 
rm-uia earlier 

Thifi group was taking part in a 
research project being conducted 
for a dgar manufacturer. The re- 
searchers observed the smokers 
through glass mirrored on the 
groups side. Comments were 
taped for later analysts. 

Among other things, the im-. 
searchers concluded that some oc- 
casional agar smokers were ai- la- 
ity) pleased to be identified with 
the stereotypical image of the reg- 
ular amoker, and that the cigar 
maker could base a marketing 
strategy on that finding. 

This particular marketing study 
Waived qualitative, aa opposed to 
quantitative, r*?search. The differ- 
ence is important to any company 
needing information on the mmt 
effective way to present its prod- 
uct* or serv ices to the buying pub- 
lic. 

Quantitative research counts 
how many people da ! hi:- or that or 
would do this or that under speci- 
fir- 2 arcumstancea* and it reports 
the uutcome as static irs l^iJ.Jii; up in inn 
polls are a familiar example of thi# ap> 
preach. 

That type of research could readily 
provide the maker of a new cosmetic 
product, for example, with an estimate 
of how many women out of a total uni- 
verse of potential customers had or 
wmild pLm-hjt^:- rhr itr-m arid if rould 
describe the average buyer's age> in- 
come, educational background and oth- 
er demographic elmractcristiis. 

Such studies art useful in rn touring 
tin? fiit# of a potential market but do not 
help the manufacturer understand cus- 

J iTtimf Langkr w president of a New 
Yark City market research firm and 
pubtMer of research studies ttntthp* 
in$ changes rrr ctmxttmer bcfmvi&r 
and attitudes. 

24 



tomers aa people. If a marketing strate- 
gy baaed un quantitative research is 
unsuccessful, the statistics may not 
hetp In identify the reasons. 

Qualitative research is designed to 
help manufacturers and advertisers get 
beyond the number* to the deeper fac- 
mr> LhuL may cause a person t<\ hu* or 
reject a specific product Normally hid- 
den beliefs, emotions,, frustrations, 
prejudices and attitudes are among 
those factors. 

A wide variety of disciplines is repre- 
sented among Qualitative researchers. 




Marker resGflrtner * know a efrgar is more than 
■ smoke. Some men like Hi macho aura 
Puffing above: act or Carrotl O'Connor. 



Psychology, sociology, political science 
and English are a few of them. These 
researcher* are chosen for their ability 
to listen, analyst and syotheatxe* 

They help a company learn the why 
and how of consumer behavior — why 
certain types of advertising work and 
others dW% why sales are or are not 
meeting gftrift how customers view the 
company a image and how the particu- 
lar product or service fits Into custom 
em 1 lives, The objectives are to discover 
what motivates them, what makes 
them change, what causes people to act 
with a blend of reason and emotion. 

\ primary Um\ used by qmiliijdrve 
researchers ia a focus group—the cigar 
smokers were one — in which 8 to ID 
^■lecu-d individuals meet fur conversa- 
tion with a nsivearcher-miKlerator. The 
typical project will consist of four in 



eight focus group sessions in different 
niarkn-i - 

Those invited to participate will be 
tald the purpose of the session" to evat 
uate some new soft-drink flavors or to 
triv*! tJieir reactions to a proposed ad- 
vertising campaign for a new line uf 
sportawear. But Che research team ob- 
serving from out of .sight actually 
concerned with human behavior. 

Because people seldom want to admit 
Lo themah?lves fc much leas to a group of 
atrangers, why they feel deeply about 
something, the researchers are looking 
for clues. A grimace, a tone of voice, 
a gesture might provide insights 
different from tho.se tliat would W 
gained in a statistical analysis i>r im- 
the^treet interviews, 

[ n Formation elicited from focus 
groups can often lend to major 
changes in marketing strategy- A 
research project on househulJ 
cleaners* for example, would have 
produced numbers on how many 
potential new customers were in 
the marketplace, But qualitative 
research through a focus group 
turned up the information that 
many women uaed toothbrushes to 
got the cleaner between bnrhr^m 
tiles, and the manufacturer began 
considering putting a bnmh top on 
containers of the prtwluct 

la such eaaes, creative listening 
can stimulate ideas for new prod- 
ucts and services whose actual 
sales potential can then be tested 
through quantitative research 
And po met Ernes the reirer*e 1* 
tnie— results of a quantitative sur 
ve> rail pmnt up u need for qualita- 
tive research, 

one such case,, a group of brand- 
name manufacturer* found that Wtf 
tamers expressed lut much loyalty a* 
ever to their products, even though 
amies were declining. 

Kocuh group interviews shower] lhaU 
despite loyalty, euatcimt-nt pinched by 
the recession were seeking burgaifis in 
off*brand or generic jiroducts. The man- 
ufacturers were able to weigh isuch al- 
ternatives as price cut* uivl ":njnpaig Ilh 
praising the quality of the hraiid-namt' 
produrtH <»r ^ven crit irking genMries- 

Qualitative reeearchfrrs want to find 
out what motivates people, what m:ii- h,r 
them change And, Iwhusm luisini^'- 
muftt plan well into the future, ttjjJJ 
researchers must determine, as be*> 
biey can, not only what peoph- feel J* 
day but al4u what th^y Tiiigbi ^ [ltt 
many tomorrows U» come. 
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HERTS ONE WAY TO 
KEEP AN EYE ON YOUR 

COMPANY'S FORTUNE: 



B Qlb* 

OIC i™~ 




FACSCARD® „ 

▼ 




A CLEARER VISION FOR TZ.~? 
OVER 500 COMPANIES. [PICJ 

Glen Industrial Com^jmcattons, Inc. 




Gain o ctearer view of your operation with 
the lowest cost, most comprehensive 
management system ova iJ able today, 

FACS — Facility Automation Control System. 

FAC5 from GIC — Glen Industrial 
Communications, Inc.— will help you manage 
your office, building or warehouse more 
effectively than ever before possible. 

Colt GIC about facilities control, 

FACS provides access control cards for your 
company using advanced "proximity" technology 
By simply passing your FACSCAftD within inches 
Of Ihe reoder, FACS granfr or denies the user 
entrance — protecting your resources, and your 
staff 

Coll GIC about facilities 
marTrjgement + FACS will provide you with 
in-hause monitoring and/or remote control from 
GlCs new computer center, 24 hours a day. We 
keep you informed about conditions thai concern 
you - . . at any hme r 

Call GIC about results, You'll see 

higher levels of productivity, environmental 
constancy security, and occess control with full or 
selective documentation— all resulting in coif 
savings and increased profits for you. 

And, call GIC about FACS' Jaw cost! 

Far as tittle as $1 00 an hour, fACS puts accurate 
information nght m your hands. FACS: you can't 
afford to be without it. 

Look into FACS from GtC Keep your eye on 
your com pony's good fortune! 



CALL US TODAY. (301) 231-8750. OR WRITE: 

Glen Industnol Communications, Inc., 979 Rollins Avenue, Roclcvifle, MD 20852 TWX 7T0 822-9499 
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MasterCard 



Only one bank offers youj 
this guarantee. Union Trust. 1 , 
If you open a MasterCard \ 
at any Union Trust office 
anytime between now andl 
September 29, 1984, you U 
pay no annual membership fee 
for at least three yearsJ 
That's no annual fee guaranteed until at least 1987. 
Check the 
chart and you'll see 
when it comes to a 
no-fee MasterCard, 
no-chargq checking, 
and a way to 
keep all your 
money matters 
right here 
in Maryland 
—other banks are 
simply 
no competition. 

UnionTrust Bank 

ft! MAKE MONEY MflTCRSSMPlE 
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How the EEOC 
Is Reaching Out 
Te Employers 

Business is getting a better idea 
of what to do to stay out of trouble 
under the antidiscrimination laws. 



By Tony MaufO 

^he qiHWioN from an employer in 
■ an audience of buAirit-ss people 
Caches a touchy suhjwt: What am I 
" u P}HiB£d 10 do about sexual harass - 
^vni ftt my company?" 

T " e answer, from an Equal Empli^y 
™iit Opportunity Commission official 
»l thft fecttrn i ^ simple &n d direct, 

'Prevention is the best tool/' says 
nr ^fltOfi regional EEOC director Harri- 
*L i h ^ subject with your 
^Noyofl without waiting for it to hap 

SgW Mauxo rte Supra me Court 
Ktomrjb* Gannvlt Mm Service 



pen. Demonstrate your strong disap- 
provaJ and develop ways to handle com- 
plaints and hand out sanction*. It's a 
controllable situation. You don't let em- 
ployes walk out with typewriters, and 
ynu ean control thin, too/* 

\n thin Hountrjn conference m*im, of- 
ficials of the EEOC and local bunineas 
people, often adversaries in the putt, 
are Bitting down together to talk about 
how employera can etay out of trouble. 
Th- Himie thing is happening in other 

rfrttti 

Starting in six cities last fall, the 
commission ha* bwn operating a "vol- 
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M ttrit customer wure to 
sei unity hnrana I his wsltreu. 
her employer coukS be fined 
far falling to Intervene. 

untary assistance program. 1 ' H has in- 
vited of fir sals ipf small ami ia-djurn- 
Ktaed businesseg for daylong seminars 
aimod at acquainting them with re- 
quirement* they must meet under the 
age, sex and racial discrimination law* 
the commission enforces. The business 
people go over case studies that shed 
light on employer*' obligation*. They 
are janVen kits of reference material to 
take bach to the office 

Hottest topic at ihtj Fusion*, commia- 
sion participants- a^ree, ha* been sexual 
harassment, barred by Titte Vtl of the 
Civil Rights Act of 1964. An increasing 
percentage of the commission's work- 
load comes from complaints of aexual 
harassment. 

At tiih sessions' . EEOC officials 
i stress that employers are respon- 
sible for supervisors 1 actions "If you 
see it going on or know that it in gains 
on, or your supervisor sees tt and does 
nothing about it, you can be held re- 
sponsible/" Seattle regional director 
Donald Muse told one audience. 

But what, oaks a businessman in 
Houston, is the employer's responsihil' 
ity if the- people doing the harassing art 
customers, as in a bar or restaurant? 

,f You don't tot customers break dish- 
es/' Ehrticli replied, "so you don't let 
customers come in and break the law 
this way, either/' Courts have fined 
restaurant owners for failing to titop 
harassment of waitresses, she said. 

How are we protected if an employe 
falsely accuse* Us of sexual haras 
ment? another partidpazit asked, 

"We realize that it's as traumatic to 
he unjustly accused as it is to be ha- 
rassed/ ' Ehrlich says. "We Jonk fur 
some way to substantiate each charge 
to make sure we are being fair." 

EEOC will not pursue a sexual ha- 
rassment ease solely on the basin of an 
rrnplovt/s miripliLint. shr says. Thr prr- 
H«n bringing the complaint will be 
asked to produce witnesses to the inci- 
dent lor to remarks made by the em- 
ployer about it) or other persons who 
have suffered the same kind of harass- 
rrn'ht. 

-These incident* are often unwit- 
nessed/' Ehrhch says, "but in many 
cases the same thing has happened to 
Other*/' 

Another topic employers ask about at 
the session* is termination— how to fire 
an incompetent employe who happens 
to be a minority member, 

" [ teli them they can he as tough as 
they Want to be, but they must be con- 
sistent/ ' says Ehrlich, "With proper 
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documentation and a consistent policy, 
they can fire people." 

Such plain talk has drawn large 
crowds to the asjEjs.tance program Ses- 
sions. Id Seattle, director Muse expect- 
ed an audience of to 50. but mare 
than 400 registered and i ho wed up. It 
break n down the barriers/ ' says Sluse- 
'They go away with the name of a per- 
son they can call if they have a ques- 
tion/ 1 

pMPLOYEas who Have attended 
agree that the meeting are help- 
ful. "This type of thing ia long over- 
due/" wyi Dan Wright president of 
United Security Services of Taconm, 
Wash.* a ISO-employe security guard 
firm. "I i?ained some knowledge, and it 
will be a little earner to face EEOC peo- 
pie again. I have felt as others b bujai- 
ness do. that certain individuals in the 
EEOC have a tendency to take the side 
of the complainant and automatically 
look at the employer a* the bad guy" 

Merle ne Kelly, personnel administra- 
tor for Todd Shipyards of Seattle, who 
wan at the same session, say*, "jfti 
worthwhile for anyone in business to 
attend. Things keep changing in this 
area, and we came away with materials 
we can put our hands on when we need 
them," 

Success of sessions like the ones in 
Seattle and Houston caused the com- 
mission to schedule more this spring. 
Plans are to hold them nationwide, 
starting next fall, through 
the commission's 22 dis- 
trict officer 

"The reaction we've 
been getting id, 'It's great. 
Why didn't you do this 
before?' " says Leonora 
Guarraia, director <rf spe- 
cial projects for the com- 
mission. "The only nega- 
tive comment we got was 
that one day might not be 
long enough " 

In a senfce, the new pro- 
gram syrnholixeg the com- 
mis lion's more settled 
sense of its place as an en- 
forcement agency in an 
administration that seeks 
not to antagonize the busi- 
ness community. 

The commission foun- 
dered during the first 
year of the Reagan admin- 
istration. No permanent 
replacement waa named 
for the aggressive Carter 
administration chairwom- 
an. Eleanor Holmes Mor- 
ion, 

In May. 13851. Clarence 

Leonora Ouarmui: 
Ihe EEOC la sllll in 
enforcement agency, 
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Thomas, a black Republican lawyer 
from Savannah, took over as perma- 
nent chairman. Thorns, tf5. ha? since 
walked a delicate line between the vol- 
untary action preferred by the Reagan 
administration and the stringent en- 
forcement advocated by the civil right* 
community. 

On the one hand* he states flatly, 
"Equal employment opportunity is the 
law. and it will he enforced/' He advo- 
cates affirmative action programs aa a 
remedy for job discrimination in some 
cases. 

At the same lime. Trmrmii* speaks up 
provingly of the voluntary assistance 
program for business. "Employers 
have a right to Lhia type of informa- 
tion," he says. 'The big companies out 
there have the information and the 
staff to handle this, ft is the smaller 
and medium-sized employer that has 
not had that opportunity before," 

Gerard Pmkston, Jr., who monitors 
the EEOC for Catholic University Uw 
School's center for national policy re- 
view, says, 'Thomas has done a good 
job of maintaining equal employment 
uppurtuniLy policies thai existed before. 
Our main concern has been the commhv 
sion'a litigation policy/' 

EEOC statistics show that fewer 
than 200 lawsuits were initiated against 
employers by the commission last year, 

Lir opposed tii clUHe tO 4k* t filed ;j| thn 




lastyear of the Carter admin in tration- 
^Everyone wants business to comply 
voluntarily, so a program like this is 
good," says Pinkstcn, "But if it is to he 
effective, companies need to believe 
that you will do something to them if 
they don't comply." 

Commission members reply that they 
are pursuing enforcement aggressively 
with both litigation and other method! 
of resolving disputes. Thuy arid that the 
EEOC continues to run programs 
aimed at informing employes about 
their rights* 

,J Thls la atUl very much an enforce- 
ment agency/' says Gu&mua* 'It's a 
balanced approach*" 

mm angelks attorn kv William Emer, 
k who represents management in 
employment discrimination cases, also 
notes that Lh^ number uf complaints 
received by the commission has in* 
creased, not decreased. 

'Though the White House may b*v* 
turned its attention from equal employ- 
ment enforcement, employers should 
have a heightened awareness of how 
l heir putenlial liabilities have increased 
both in kind and in number," npi 
finer* 

That is where the voluntary assis- 
l-ance program has come in 

The program was designed, Guarraia 
Says, to respond to what she calla ri a lot 
of misunderstanding that stifJ exists 
about the EEOC and what it's all 
about' B District EEOC of- 
fices, she says fc still gel 
calls from employers who 
ask, "How many blacks do 
I have to hire?" (The com- 
mission's answer to that 
question is that racial quo- 
tas or affirmative action 
programs are a court-or- 
dered remedy imposed 
only for past discrimiaa* 
Lion.) 

Company officials who 
want to attend a session 
should contact a regkmal 
office of EEOC. Guarraia 
says, She has only one ca- 
veat Participants in tin* 
seminar are naked not U* 
seek specific information 
about their own employ- 
ment predicaments). W>" 
the same token, EEOC of- 
ficials will not ask for p<N> 
sibly incriminating info** 
illation iibuNt them. 

"This is separate from 
our enforcement role," in* 
ststs Guarraia. "We don t 
wiLii i participation in thin 
program either to trigg< ir 
en force m en l or to protect 
anyone horn it We don I 
want us or the employer 
to get into trouble-"" 
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WHEN TOSHIBA 
DESIGNS A 
COMMUNICATIONS SYSTEM, 
IT MEANS BUSINESS. 



Susy Override 

Modular HandseE 

Voscs or Tone Paging 

Buiit^in Speaker 

Background Music 
& Music on Hold 1 

Automatic Call bac 
Intercom 



Two Volume Controls 
Message Waning 
Do Not Disturb 
Call Deiail Recording 
Desk or Wall Mounted 
Automatic Privacy 

Aulomaiic Last 
Number Redial 



Toll Restricts 
Speed DiaJing 

Conference Calls 

Live System 
Programing 




- Ai last M |h(f feaMes youto been 
™<ing (or m a rajiable business telephone 
rj™ 9 ^: Dependability, etpandabmiv. 
SJ 113 comprB^ensiv<j support Toshiba's 

^'Wfomc Ki*y Telephone SystBffl, 

a capacity Ircwn 5 to 56 
Pnonea ArtraetiveJy packaged, 
rfy to <noaalt and usa Strata* 
any features can be custom 
gjgwmmml lo your individual 
^^nrnnunpta^onu needi. 



Iri Touch wttn Tomarrcm 1 

TOSHIBA 



For the foaniba Dealo* 
neares you calf or wnio today. 
Tosniba Attw >ca. Iftc . 

Divi&on, 2441 Michelle Dnva 
TuStifl CA (7t4} 730-5000 

itl Busyness Park Onw. Aimortk. 
NV 105O4 «9t4) 273-1750 

We mean buimril! 



Stirring Up a Yen for the Yen 



Japan now pays in U,S, do! tore for 
the Brazilian rron ore and Austra- 
lian coal it uses to make steel, Mexico. 
Indonesia and the Persian Gulf coun- 
tries also demand dollars for the crude 
ml they Hewl to Japan, 

Those transactions represent a great 
irony on the world trade scene — the ex- 
lent to which the currency of the free 
world's N'o. 2 economic superpower is 
shunned by other nations , 

Japan's currency figures in less than 
5 percent of world trade. Sellers want 
yirong dollar*, not weak yen. 

But a strong dollar and a weak yen 
mean that Japanese imports can under- 
cut domestic products in this country, 
and U .S. exports to Japan suffer from a 
competitive price disadvantage there. 

The value of currency. like that of a 
commodity, is set by supply and de- 
mand. Foreign investors have been 
buying dollars heavily to lend in the 
United States at the relatively high in- 
terest rates prevailing here. Because 
the Federal Reserve Board is keeping a 
check on the money supply, the price 
that must be paid In foreign currency 
for U.S. dollars keeps going up. 



CHANGING 
YOUR ADDRESS? 

Please attach the latest address label 
from your Nations Business covet, 
pnnl your new address, and mail this 
form lo Nation s Business 
important Allow five weeks lor ad- 
dress change 

NATION S BUSINESS 
CIRCULATION DEPT. 
4940 NICHOLSON COURT 
KENSINGTON, MD Z0795 



ATTACH LABEL HERE 



Japan, on the other hand, 
has long pursued policies 
that have kepi down the de- 
mand for. and value of* the 
yen Those policies dtscour* 
age use of the yen in Interna- 
tiona] financial markets, 
keep foreign financial institu- 
tions out of Japan's capital 
markets and keep interest 
rat** low, thereby discourag- 
ing foreign lenders. 

The low value of the yen 
has been felt particular !y by 
the UhS, auto, steel and elec- 
tronics Industries, which 
have lost significant sales to 
Japanese imparts. 

As a result, the U.S. gov- 
ernment launched a major effort to win 
Japan's agreement to steps that would 
increase the value of the yen In world 
markets. After a Jang series of prelimi- 
nary udks and intensive meetings over 
four months, Treasury Secretary Dmv 
aid Regan announced an agreement 
that, he said, wuuld mean a Japanese 
financial role ''appropriate to the free 
world's second largest economy." 

Key provisions of the agreement are 
designed to: 

* Increase the demand for yen \\y 
easing restrictions on yen-denominated 
transactions outside Japan. 

# Provide access to Japanese finan- 
cial markets by U.S. borrowers, 

• Permit foreign financial institu- 
tions to operate in Jauan un near-equal 
footing with domestic institutions, 

• Deregulate interest rates in Japan 
and make other changes to bring mar- 
ket forces into what has been a con- 
trolled arena. 

Will the agreement achieve its goals? 

Beryl Sprinkel, Treasury under sec- 
retary for monetary affairs and chief 
American negotiator on the agreement, 
says. "Over time, I do expect the yen to 
improve verwus the dollar, and the it- 
suit will be very beneficial to our export 
Industry in terms of employment and 
profit*" 




Thank ■ (o a new accord, thp value of Japan's 
currency should rtsa, American officials uy. 



unit 



akoto irxTCMi, a minister at the 
Japanese Embassy in Washing- 
ton who helped negotiate the aecont 
say*. 'Free market forces will better 
reflect the yen-dollar exchange rite/ 1 

Sprinkel says that U.S. manufactur- 
er* competing against Japanese pro- 
ducers wUl reap benefit* from full im- 
plementation of the accord, along with 
financial and other service business*^ 

James Collins, executive vice presi- 
dent of the American iron and Steel 
Institute. saya h "We think the yen wilt 
*Tr*TiL!;thi'n ^nisid-riLM} T\w wisl in 
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crease the Japanese coat of producing 
steel" 

Richard Cropp, executive director 
of the American Chamber of Commerce 
in Japan, predicts that the yen will 
eventually become "a world-class cur- 
rency," to the benef it of U.S* exporter*. 

But Cfopp and other experts empha r 
size that the accord is not an overnight 
cure, Cropp says the yen could even get 
weaker in the short run as the nuputy 
increase* in world market*. Sprinkel de- 
clares, 'This fa nm. a ijuick fix."' Al- 
though he says the accord will have an 
impact on the yen "over time," he will 
not speculate on how much or when. 

Find Gilbert, a vice president and I be 
Japan area manager at Manufacturers 
Hanover Bank In New York, say&r 
There is u tremendous potential for 
U-S. commercial banking activities in 
Japan." 

But whether that business is profit- 
llMv d^u'ml* in: vhe Tfuimenl of wilh- 
hnldinjr tax ■ « n int* h^i by Japa- 
jiii'Sft companies, In- adds. That issue 
was not resolved in the agreement- 

Even though the emphasis In the an- 
nouncement of the accord was Q n ,*\ 
[ions expected of Japan, the Unil*" 
-'. :es committed itself to halting die 
worldwide unitary tax ay stem that 11 
states now use. Under thaL system, * 
scar^ uae* a company's global opera- 
tions rather than its activities within 
the state's borders, as the basis for ta* J 
ation. Japanese companies have coin - 
plained about such taxes in this *0Up 
try, and the Reagan administration is 
seeking a solution within its philosophy 
of allowing state* to make their owfl 
decisions to the greatest extent possi- 
ble. 

Further meetings art- planned, W 
evaluate the extent to winch each cuiifi- 
iry ih living uu to sta cromniitmenl* u«J" 
der the ai-cn-d 

—Peter A Holm** 
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There's a lot of Stroh 



200 years of Stroh family brewing experience 

Our family began brewing In Kirn. Germany in 1775. 
Thr« quarters of a century later, Bemhard Stroh 
introduced Stroh s Beer to America. Through the years. 
Stroh has come to represent the highest standards of the 
brewers art 

We believe that Stroh Signature is as fine a beer as can 
be produced. It contain? none but the diokest Ingredients, 
including 100% Imported European hops, 

I personal I y hope you enjoy it 
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Asfrfr: 

1) The only efficient way to combine the personal computer and your office tele- 
phone. The first taily integrated work station. See PRODUCTIVE, 2) The only 
system featuring single keystroke shift between phone functions and other appli 
cations programs. See VERSATILE. 3) Displays Phone Directory, Speedial, 
Calendar and Card File. Works with virtually any phone system. Including your 
homes. See USEFUL. 4) An easy- to-use format that guides you step by step 
through a full range of functions. See FRIENDLY, 5) The newest way to do 
something novel at a work station: Work. See PRACTICAL. 6) A single tooi- 
print. Eliminates desktop dutter-a single drop in card works with the IBM PC* 
and other compatible systems and your own existing applications software. 
See ECONOMY. 7) All of the above. See ASHER." Call 1-800-323-1717.* 




A2»HDt a>rtwrt>^ A prtnlnJ ctfiUII faoirJ tfuL irwLaib in jnv jvjjLiK* 
cpun sbr Sftllir IBM PC ■ svstrm ixurd, -i $W dutaiv amtaimng the con 
trofliiifi Mftwarr, a handwr jnd Imc t arch . U.'-l \ rtwitUiji WILK US J 
tEhVjiurk d Wlknn. Int. , tOO) NWiuri feud ftwct tiA 3007* 



Luq* 4n MuKddinl hUw^i en flngfr, call I BOO 84S! 
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Helping employes plan for the future 
can make them better workers now. 



0>ns wav to improve a company 'n 
present, managers are finding 
Qutt i& to give workers a better idea of 
how to prepare for the future. 

An tacrea»ing number of manager* 
are offering to help employes plan for 
retirement 5, 10 or even 15 yearn before 
the employes expect to leave the com- 
pany. The fjraetice has aprcad trf» more 
than L.Oufl businesses of all air.es. 
though itioHt of them are largt\ 

"We have found I hat the financial 
c*mnaeling in particular meets a real 
"wi of our r-mf.luy^ " *nys VViIlLcim P* 
"light's uf < Jrnmman Aerospace Corpo- 
ration in Beth|HLK?» N.Y, 11 helps mm? 

and improves productivity, oven 
'ur younger employee" 
Grumman has Held retirement semi- 
nwrv Vtf l A. More than 2,^X1 en> 
P%***« moat accompanied by spouses. 
h " iV e »ttt:inh>4|. "Hi-uri'int'tit planum? 
*h**u]d be a major concern years before 
a n individual reaches retirement age/' 
* a >'« Hughe*, Grumnwi'a personnel 
cojamunicjitiiitis manager 

^njtnioati uaed to wait untjl an em- 
H'jye'g last year of work to offer emm 
*' ltll fr N ow n worker who has turned 
,j0 ^or 56 or fil) if be has not been eon* 

hi! fore— to invito. 3 if. aursid 
fcroup ^miliar on retirement. The pro- 
^ !l l rn was designed in collaboration 
a human remiuree* consulting 
"rm, Bivitifaom, [nr 
^"■'h group, which avorugen 2WI pt-r 
others Uj hear expert* talk alwiut 

Nation s busink*» - auuiiht isiu 



social aspect* uf retiring. Each person 
is given work sheets and audio cas- 
settes ui use at home. The materials 
cover self -an aly s», company benefits, 
budgeting, investing ami taxes. estaU 1 
planning, record keeping and health. 

A Week Inter* the group reassembles 
with cuniEjIeted work sheets. Expert* 
discuss financial planning, legal ques- 
tions; Social Security and taxes, and an- 
swer participant 1 question* . 

Hughes nays timmwun. with 20,000 
rTiij^.y- .-.I Beth page and another 
8,000 at other Kites, has the lowest 
"quit rate" in the aircraft industry— 2Ji 
percent a year— and he calls retirement 
planning an important part of the bene- 
fit pitch a lhat help- kevp Minploy^f! 
sna-,fuM3 

Programs for business one — some 
hke IJruriimana t some structured dif- 
ferently—have been developed by sev- 
I'nil organizations. Anion for tniJefien- 
dent Maturity has supplied program* to 
TOO companies Others in tne field ire 
thi^ National Council on tht. 1 Aging, the 
American Association of Retired Per 
mm and Ketirenieni AdviNorv 

The National Council on the Atfinjj* a 
nonprofit irmup m Washington, will 
provide an em [i Ewer wslh Hudiovisuiil 
material for 10 seminar uutofu total* 
inj: 20 to 21 hours. There also are train- 
ing materials for group Ifiad^ni and in 
dividual kit* for participant including 
reading /natenal^- .« 1 • j 1 1 \ i-xt-TciM r wwi 
r</c(ird-fcce*?pin^ frirrn^ 



Costs are $l 4 (MJfl for the slides, wp&s, 
wall chart! and other seminar preaenU- 
tktti material and fcVI per person for 
the participant*' kits (fj.M extra for 
materia h for apouaeo). The council will 
allio nupervifre training of a company'* 
seminar leaders. Ii charge* i55fl to 
train one person and for each addi 
tiona! jierpins at a IVa-day school. 

Among aereral hundred c*tmt| ponies 
that have used thr pru^ram arc- Aihn\ 
tic RichfieJd, ALCOA, Equitable Life 
Insurance, Standard Oil of Ohio and 
Travelers Insurance. 

AT nuvELPts, which has 1,000 em 
i ptayes at its Hartford headqUar- 
irr> ■.iiii':t!«.iiii!i riii?i"uwtde, about l.SM 
persona have attended iwrninars. 

The company ha* hegtua a companion 
program called ^Corporation for Older 
Americans," for retired workers who 
want part-time employment Run by 
two retiree* , the program operate* a 
ji>b hank that now supi-l!^ nhni;? k.jilf 
of Travelers" U'm|n>ryn dasly h«>lp Tin 
jobs an? mostly dericaJ, hut sevenU for- 
mer company officers have worked 
part-time on special project*. 

At linamman. whose prn^rum wam 
one of the ear lies t, retirement planning 

Uus Um^iihv r-a jinpuliu- That :^ huou l± 

the comjKtnv ha* offered the program 
to all older workers it will be offered to 
employe^ ajfed 40 to 50 

"The earlier you atari nayn U rum- 
man's Hughe*, ''the more useful the 
program ia + ejnecuuHy the financial 
pari With our help, people are looking 
ahead and martin^ to make realistic de- 
cisions about their futures." □ 
— Harry Bacas 
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Waging 
War On 
Bogus 
Goods 



Counterfeit products 
cost legitimate 
business billions. 
What's the answer? 

By Bob Gaily 



Canons nf iniji<irt*-(l merchandise 
art* sjtackfd high in Lhe airport 
Wftrehouae near tkikimorE? els the spe- 
cial Customs Service fraud inie^tipt 
tion* team walks in. 

Inspector J oseph MeCardell takes out 
a I w-pcke t knife and slits open a carton of 
designer purser. He hands one to Joan 
Shindledeckei\ a Cuatotna Service im- 
port specialist, who carefully looks it 
over. 

Papers with the shipment indicaU: 
the purse* were taught for £8 each, 
Shindledecker and other team members 
ofu'M retail for more than 
$160. The ffhiprnent is detained* and the 
importer notified. He in told to provide 
documentation showing the good* ire 
not undervalued for tariff purposes or 
that they are not counterfeit. Other- 
wise, they will be seized in 30 day*. 

Counterfeit. The federal govern- 
ments JnlernaLionu] Trade Commission 
estimates LIS. businesses lose is much 
aw iK billion in sale* annually to bogofi 
merchandise entering this country from 
at least 44 nation*. That estimate* core 
tend lawmakers and concerned biutj* 
ntiss people alike, is conservative. 

Some 131,001) job* were lost in 1S82 

A Custom 5 Service agent inspects an 
imported computer at Baltimore. Makers 
a1 computer soUwaf b ars particularly 
Vulnerable lo product caunteffeillng. 

30 



6f 




Woite of th* Customs Service 
Jftih " wa fcft^ w# nave g F ro rnr-m ■ with 
period phony product!, "you can be 
■^r* evtiy box ^ going to be checked" 

*a * result of foreign counterfeiting, 
the ITC slay*. However, House Energy 
tad Commerce Committee Chairman 
John Dingell {D-SIichJ my* the ^sleaay 
importers" of counterfeit goods are 
CMmacr far more in employ ment than 
that, Hts Oversight and lrLvesti£aLwmH 
Subcommittee has issued a report esti- 
mating tfurt 21fj,(MKJ jobs art *nnuully 
lost to fake auto parts atone. 

Ms muiition, health and safety in of- 
I ten involved, and reputauun* of ma- 
j»r corporations are jeopardised, Din- 
gell says. 

The subcommittee says counterfeit 
were found anions parts to be used in a 
test of the \LS, spare shuttle in lOTti 
and a^ain in parts intended for Army 
misaile systems. Several crnninercial he- 
licopters have crashed, causing injuries 
and death, after counterfeit part* 
failed* the report saya. 

Bogus brake shoes "that provide §b 
tie orno hfftkin^ |MN\vi-r" an- in-tntf riinr 
kitted, OkngeH's panel reports, tmdan' 
fferintf nioturislrt" lives*, and heart 
pumps and medicines have been conn- 
Urrfeited, Loo, 

Commercial counterfeiting ia not 
f rcw, says James L. Bikoff , president of 
the International Anticounterf citing 
Coalition, an industry group formed to 
bbby for toucher taw&. "What is new," 
m says, "is the vastly expanded scope 
»t the problem" 

Bikoff note;* that counterfeiting now 
tWers a wide range of products* in dud 
L n« apparel, jewelry, sporting goods, 
■^cords and tapes, agricultural chemt- 
c aJs + auto parts, plumbing supplies. 
*wtricat components. siir craft parts, 
flr id corn patera and software. 

fV-rhap* nu enmp; ( riLMh are nrnr* vul- 
nerable Lu rimnterfe iters than maker* 




have a problem, you can lie sort* every 
box is going to be checked/ 1 

Sen. John Dan forth itt-Mn.). who 
calls merchandise ceitiriUTfriui _■ 
"thievery. 0 is pressing for legislation 
that w i mid pressure foreign govern- 
ments to act against criui]ti*rffliting 
within their thunders Ke has introduced 
a mesBure— RtrnnKly supported by the 
U.fi. Chamber of Commerce— thai 
would make such action a condition for 
the granting of preferential duty treat- 
ment on es: porta to the United State** 

The measure, approved by the Senate 
Finance Committee. I* included in L- ll - 
liitkin renewiinf the Generalised System 
of Preferences, begun in 1974 to assist 
rieve taping nations 

Savs danfohth: "Many of the coun- 
tries with the worst records for 
counterfeiting are among the principal 
Janeficiaries of the GSP program. No 
country that benefits from duty-free AC- 
r*:SK ir, ihe 1' S rrmrkei T-ir t\\Auy nf \\? 
exports should be allowed to overlook 
the theft of the | - -■ a u ■/ 1. ■ ;unl f.n .fit - • ■ r" 
American ingenuity, research and mar 
Iceting," 

Dingi'll's House subcommittee identi- 
fiies Taiwan, South Korea. Hong Kong, 
Sm^upnrr, Thailand the Phihiipuit-x 
Indonesia, Brazil. Colombia. Mexico 
and Nigeria as major sources of com- 
mercial counterfeiting. 

Legislation imping criminal i*anr- 
Lions for manufacture, sale or distribu- 
tion of counterfeit merchandise in the 
United States ja also pending in Con- 
gress. A measure sponsored by Sen. 
Charles McC. Mathiius (B-Md.) has won 
Senate Judiciary Committee approval. 

The Ma thins bill ami a similar mea- 
sure sponsored by House Judiciary 
^ommitU'e i"huiirman IVter W. Kodino 




Oelails can sorrwHnm provide clu«s. Not# ihfl ombl*m* on Ifte 
foht «hhrt at l*fl. and on the le^gMlmnte one But Ihe lagi 
on Iht phony |6ao« at l«4l could appear more r#auorkng than 
*h*. Label on th» rvil Ihing it tkflhL 




» auto part*, th* oil filter jrnade from A Chinese 
^•^JQu* can) and gai cap on (tie lefl and the ihocVi 
^ ~ c,rb " 6r Nllh fake wafranly) In the lop box. Ihrnlao lha 
PUtfctloni ol th« manulnclurera of tn* ^anuina produda. 
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of computer software, which Apple 
("omjiuier President John St'ultey calls 
"tht* lifeblrsid of today's computer in- 
dustry " 

He aays the software industry's eco- 
nonik viability "has been threatened by 
an onslaught of pirates who* for pen- 
nies, make copies of the software oth- 
ers have diligently worked for months 
or years to develop." If taft unchecked, 
such counterfeiting "will have devas- 
tating cn nsequenves on riir UJS. coin- 
puter induatry," he says, 

ShindltniecUr. Iict fellow import ape> 
cialsst William Patterson and Senior 
Special Agent Mike Dolphin are part of 
a special customs team assijriH^i to in- 
spect goods ciiriiHLL r inn i IS all inn ire by 
air or sea. The group has 40 counter^ 
purts across the country. 

The teams were established kst Au- 
jjuKt as part of Operatif;n Tripwire^ a 
drive against all types of fraudulent 
import practices, including duty und 
quota violations, which th* fnstorna 
Service xays are costinjr the U&, econo- 
my $L6 billion annually. 

"Our business is fraud, and counter- 
feiting is a big part of thai, 0 stays Cal- 
vin White, who heads Operation Trip- 
wire from Washington. *'We are 
concentrating a tremendnus amount of 
expertise on it," 

Some manufacturers provide training 
or detailed information about their 
products to help customs mveHtigatant 
recognize fakes. However, investiga- 
tors in Baltimore say more information 
is needed to help them identify other 
companies' products. 

White say* investigations start with 
li*[Ld;H developed through the Customs 
Service's dumefttif and foreign ^ffnw 
"We examine merchandise smartly," he 
says. "In Areas where we know we 



(EMfJL) weri! revis^ after objections 
were raised by price-cutting retailers, 
mcludiup K mart, JX. Penney and 
Sftflf*, and their trade Euttoda lions, 

The Senate version now raiiiirvs that 
to be found guilty of trafficking in 
counterfeit goods h u person muist be 
shown to have known of tfio counter 
feiting. 

Critics argue thai such a provision 
will make if uraL"ticaJ[y tmpoA&ihJe Lo 
prove a case, but proponents dtny thus 
and say that earlier versions could have 
resulted in prosecution of per&tmA why 
did not realize that products they were 
distributing- or selling were bogus. 

ANOTHER CONCERN of some business* 
i es ww & provision making it easi- 
er for courts to hav« suspect flood* 
seised without requiring that the dis- 
tributor be notified. That was amended 
to restrict seizures without notification 
to c&jw* where a federal court find* 
Unit u lesser order, such as a temporary 
restraining order to halt sales pending 
a hearing, might result in the goods fir 
distributor disappearing. 

Many manufacturers hire trademark 
and patent attnrnevs whn use private 
detectives to track down counterfeiting 
of the manufacturers' products. Onco 
evidence is uncovered, it can be taken 



The Mark of a Worried Manufacturer 



A manufacturer thai hopes the 
tf.S* Custom* Service will senile 
counterfeit vemoru* f>f iLt products 
o> Llwy ontiT thiti country 1* 
in vain, unless it h.'ts Tjikirn an impor- 
tant step. Thv Customs Service can 
Galy pursue cases Involving trade- 
murkti that have been regtstered 
with th# agency, and investigators 
!«iy ninny firm* have not regifttered 
theirs. 

J, No registration, no enforce mt*nt, 
because technically we don't know,'* 



lays Mike Dolphin, senior -special 
agent in the Customs Service Balti- 
more office. "If a company is not 
rugtaUiml, don't wurry l^eauwc 
appurunUy they don't." 

Customs investigator* refer to the 
!r;i<h n-.Li k rcgtstrsitirm li>-c lirfun* 
taking tiny action :ttf ain.it a puMtibk 1 
counterfeiter. Dolphin and other 
members of ihv Hiiltinum? fraud in- 
vestigation unit cite several in- 
stances whore suspect goods ram* 
in. but there wan no registraUorL 



to a judge, who may order the gouris 
aeizGd without notification of the dia* 
tribtitor 

Proponents of the Mnthias provision 
argued that judges are often reluctant 
to issue such orders, so possible viobv 
ri;.r* ao? notified find the evidence is 
gfme when inveHtigators and U.S. mar- 
abate show up. 

One California private detective, Wil- 
liam Ellis, told Dingell's subeommittee 
that current penalties, which do not in- 
clude jail, are insufficient to deter eoiw- 
rerfe iters from operating in the United 



States. Ellis., who says he has handlnl 
1,100 counterfoil case* over the paet 
four years and participated in seizures 
of million* of dollars worth of £oods, 
saM the prueiti>' ;s "ViLnifiiuii/" fiariicu- 
larly on the West Coast 

"Nearly alt the products we have 
seized were foreign made," he testified* 
"Many were imported as enm|>lote 
counterfeit* Others had infringing le- 
gos and labels applied after entry Of- 
ten a Made in Taiwan" label is remwvtfd 
and a 'Hade in U.S.A. 1 label is substi- 
tuted." ' 



lake it lying down. 

TWVs First Class service to Europe and the Middle East. 



when you're ready to stretch out, your seat will 
stretch out with you all thy way den jss the 1 Atlantic 

Frequent Flight Bonus program. 
A world of free tickets. 

With TWAs Frequent Riqhl Bonus" program- 



32 




Rest assured, TWAs Royal Ambassador* Service 
is the first class way to travel in comfort and ease. 

First Class service. From the ground up. 

In major airports, you'll find a .special Royal 
Ambassador desk to ease you through check-in 
And youll enjoy complimentary admission to 
our Ambassador Club lounge to relax in before 
your flight 

Sleeper-Seats. For the long stretch. 

On board youll cradle yourself in a First Class 
Sleeper Seat. Youll settle back and comfortably 
dine on your choice of gourmet entrees. Then. 



(| :ie counterfeiter imported fifl.WO 
nhirts a month frcim fion^r Kong at a 
fist oT $4 ji Khirl, Hlhs wiiii, whilf she 
win ik-aa]* cost of the legitimate ifafart in 
th-- United States wwt about $17, Prof- 
it w^'fi- r liL^girinp — and the Amt?riran 
manufacturer lost $1 million a month 
Until the counterfeit operator w:lh 
atupped* Ellis said. 

Present law does not make selling 
counterfeit gooda a criminal of- 
fense unless fraud or emispiracy can lie 
|>rcjved, iiinl even then the eulnrius can 
only be fined, The Mathias bit! provides 
penalties of up to five yearn in prison 
and $250<OUIJ in fines for individual* and 
up to$l mi ilinn in finest far croi-jHj rations 
Ihiil i.rnffii: in jtimhIs ami tit' rv kii"W- 
iritf them to be counterfeit In addition, 
it authorizes a registered trademark's 
<jwuer to brintf a civil suit for treble 
ilama-goa against viukl^rtf. The Hou^e 
bill contains no nueh civil remedy. 

Retail firms that have fought for 
changes in the MalhiuM hill empha&fae 
that they hold no brief for merchandise 
counterfeiting, though they question 
(hut \hf pro hi™ it a* large as it la 
Hffyetimes made out to be. 

Edward T. Bordsu president of the 
AsKijci?itinn of (i en era I Merchandise 
Chains nays Bflsocintion members are 



harmed by the s*1e of counterfeit 
goods, just as manufacturers are. 

Legitimate tniAinessen suffer when 
consumers return defective merchan- 
dise to the retailer for replacement or 
r+.'jnur and the retailer in lokl by the 
manufacturer that someoiw else made 
the bud goods. Both retailer and manu- 
facturer incur the customer's wrath 
and spend time and money on a wrong 
that is not their fault 

A prop tern for many ILS. manufac- 
turers is the sale of phony goods earn - 
ing their brand names » produced 
abroad, to a third country such as Ja- 
pan or Britain. 

Frederic Brooks, chairman of Mac- 
Grc^or Spurting ftoodii, in E;*st Ruther- 
ford, N.J,, say si an unauthorised manu- 
facturer e&n easily duplicate a 
basketball running shoe or baseball 
glnv*> 

"Maybe employes of your authorised 
manufacturer abroad go to work at a 
factory dnwn the street or even form a 
new company/' he any*. 'They make & 
product and put your name on it and 
ship it to a third country far sate." 

Domestic sale of counterfeit mer- 
chandise depends on an outlet to the 
consumer. The International Trade 
Commission blames street vendor* 
and — without, naming specific com pa- 



nic*— noma dkseourjtqrs as major 
sources of such goods m this country 

Htrnr should retaikr* avoid becoming 
caught up in the counterfeit game? 

Exphrth aAv it is often difficult to 
d»tingubih between a real prod- 
uct and a fake, Bogus designer clothing 
can be spotted through erratic strlchEng 
or the use of the wrong kind of button 
or snap. In one case, fake Members 
Only jackets bud the inside pwiket dou- 
blt^stitched and the outside pocket sin- 
glft-stitched. In the real thing, the re- 
verse is true. 
But the best test Ja common aerae. 
Says the Customs Service's White: 
'"If the retailer dealing with a reuut.v 
ble distributor, he should be O.K. But if 
somebody says there is no problem in 
getting a product the retailer knows 
there's a tight quota on, he ought to be 
tnapJciouV 

Adda Sen. Mathias: If i bargain 
looks too good . . . then there usually is 
going to be a problem connected with 
it. 11 

At the airport in llaltimore, the cus- 
tom* fraud team is- insjiec'tmg a ship- 
ment of computers. "These look like the 
real thmg," suys SjxMriril Agenl In.] 
phin "But you neverknow. Wed bd$H 
have them tested, " d 



Wul! Qc>i radii for 150% of the miles you fly So 
your miles can add up faster And you can earn 
free tickets sooner - to almost anywhere in the 
^Jiid, You can even earn free tickets for a 
frip around the world 

TWAs Royal Ambassador 

rvice to Europe and the 
Middle East. 

Sleep on it 




YouYe going to like us 
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GORDON JAMESON has survived 
droughts and insect peats and has 
managed t-c> make a go of it with the 
soybeans, com und hogs he rbises on 
his northern Illinois farm — in apiie of 
all the "help" he has gotten from Wash- 
ington. 

In Jameson, the federal government 
meanri high interest rates, inflaU-d 
price* that drive up hi* production 
costs, food export embargoes, trade 
conflicts that invite retaliation by for- 
eign customer* and encourage foreign 
comitftitor&p deficits that drive up the 
dollar'* value and thus the uricta of his 
exports— and red Usjw-. 

He would he happy if the govern- 
ment did him n& more favors, 

The federal government, he sayi. 
should "untie the farmers* hands from 
thea© inefficient programs and turn 
them loose to produce for tlte market. 11 
But, he adds, shaking Jus head, "polite 
cinns will not let the market system 
work" 

American agriculture ha* become a 
Irnubti njr. economic paradox, Last year, 
the government spent a record Jo I bi]- 
lkm in direct and indirect iubaktiea of 
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Agriculture At 
The Crossroads 

1985 could see a historic turnaround 
in farm policies set in the New Deal. 



By Henry Eason 



the farming sector, nn average of 
ITS for each of tho nation's 2*3 mil- 
lion farms. And yet farmer* are still in 
perilouH financial straits. 

The farmers' dif fkrultie* have rippled 
through the economy's largest nee tor; 
the food and fiber chain, accounting for 
over 20 percent of the grpm national 
product and utiny l 2^ m ill ion workers, 
employed by fertiliser companies, 
equipment manufacturer*, trucking 
and shipping firma. grocery stores and 
food processors, and in hundred* of 
• -r ^mniUure-related industries. 



One approach to solving the farm cri- 
sis would make the Jiystem more mar- 
ket-oriented. Another, known a* 
pub tic utility approach, would brinjE 
j'Vt'n jjr^-;Lt4«r government involvement 
in protecting the farmer' & income, B<rth 
aides are already massing for eonliW 
MOft y«:ir, wim ^ngri^s, a# it dot* 
every four years,, taken up a «mp flH 
heuaive ftirm lull 

Today, only half of American agriciil- 
tunil output ist produced with hi t rt rtoifl' 
inunt federal role, Producers of B** 1 
stock, poultry, soybeans and man? 

NATION'S BUSINESS * AU-UUST J* 1 * 1 
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fruits and vegetables, are subject al- 
jttoat exclusively to the free market. 

wheat, feedgraina P -fug&r, cotton, 
|W» dairy product*, peanut*, tobacco, 
honey and many other commodities arc 
produced anri sold under various gov- 
ment program*. 



S SKATE AGRICVtrTUBE Committee 
Chairman Je&se Helm* (R-K.C) la 
JgWWSld that *Sf we insulate farmer* 
the market, we will be giving up our 
^iftpfttitfwnaM and turning over the 
*orld market to othe r countries who ire 
lust waiting for such an opportunity " 
SJffc Hehn* does not advocate jettison- 
lc *J£ federal farm program*, Instead, he 
^J'h-i "we must set loan rates and ta_r|f e?t 
i^c«»ai nwtot-deujftit tevtl*" 

Helm* ii referring to the two main 
^Ovenimcnt price support system* for 
jfraina ajid entton. Loan* a» mule by 
I* pfuvt-rnmcnt to farmer* who use 
r " h ? tr ^ups a* collateral. If thi? markel 
' n<! *' f 'w-'i high fnuuKii UiL*t the farmer 
hts harvest for more than the 



the 
ciin 



amount, i.h© farmer ^IIh il to a 



j. party, rtpav* tke f^J<-r=iL !<hui and 
KWf P» the difference. If the market 
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Government programs hove grown up like 
weed* to choke American (arming, uyi 
Gordon Jameson, who, with- sons Slapnen 
\ let!) and David, raises soy r?e ans. 
hogs, and corn near EarlviHs, ML 

price Lb not that high, the- government 
Lakes the farmer's harvest and forgiven 
the loan. 

Formers are also insured against in- 
come loss by target pricm—aet by Con- 
gress at arbitrary levels that nre usually 
higher thun the prices that art 1 assumed 
in computing; how large a loan a farmer 
can receive. If the market price does not 
equal or exceed the target price, the 
government give* the fanner a "defi- 
ciency payment" representing the dif- 
ference Iwtween the two prices, 

The farm bill Holms observes, will 
not be written along purely economic 
lines. "Congress is a political mecha- 
nism,'* he says, adding: "It may take 1(3 
years to gel the kind of stability we 
want." With ninny interests tu^gin^ at 
his o-immiLtee; he compares the process 
of writing a farm bill to "trying to drive 
a chariot with IS borae*/' 

Chairman E 1 Kika" de la Garza (I> 
Tex,) of the House Agriculture Commit 
tee tends more toward a public utility 
philosophy of agriculture, "Whatever 
you can do to assist the farmer El on 
investment in the security of thus coun- 
try." he aaya, "If the farmer is left to 
the variance of the free market he will 
fail by the wayside. Whether it will lead 
to food scarcity, I don't know/* 

De In Guira takes issue with market 
proponents' argument that food ex- 
port* will lead to a healthy farm econo- 
my. ""Exports are not the answer," he 
say*. "We don't have unlimited mar- 
ktfts out there There are many areas 
where there is need but no money, 1 * 

Rep. Thomas Foley (D Wash.}, House 
whip and a major arbiter of congressio- 
nal fnod |H>licy k ta somewhat mure cau- 
tious than de la Garza in embracing 
government support for farm incomes, 
Hi j would like tn see crop price supports 
stabilized — so that target prices and 
loan rates do not rise as rapidly as they 
have in recent years — and cutbacks in 
farm acreage. But he stilt cornea down 
in favor of a strong federal role. 

"It ftrike* me/ Foley aaya, "that the 
pcoplr who say, a Let them eat cake/ 
don't say that when it comes to small 
business or the unemployed/ 1 

Qbntirving the divergent views in 
Congress, Deputy Agriculture Secre- 
tary Richard Lyng comments, ft 
would be foolish to predict the outcome 
or the IW5 farm debate." The Reagan 
udmini.^mitLhN Iills jjiaidr-ii farming in 
the direction of the murker hut hew not 
announced the outline* of it* farm bill. 
Lynjf will say only, 'I'm not sure we 
need a sea change 11 



Sen. Mack Mattingly (hVGaJ, a mem- 
ber of the Appropriations Committee's 
subcommittee that oversees federal 
farm spending, disagrees; "We should 
scrap many of Use existing programs 
and start over from scratch." 

The current programs were autho- 
rii*d by a patchwork farm hill, pasaed 
by Congress in 1981, that reflected 
pressure from dozen* of agriculture 
group*. The 1981 Law &*s timed* disas- 
trously, that world food and fiber de- 
in and would continue to boom a* it had 
in the 1970a, under the artificial stimu- 
lus of easy credit to foreign customers. 
So Congress built large, automatic in- 
creoauK into federal price supports, only 
to see exports a putter under the double 
impact of worldwide receaaSon and a 
dollar so strong that American food 
and fiber became expensive abroad, 
I Si r- ' F'h.ii I EsiMrtx. A CaHO of Too 
Many Cooks/' pa^e 57.) 

FF.LKElJlAL PHJCK eSITI'ONT dolS&rfi 
poured into rural America to make 
up for lower-than-expect^d eipom. 
Good weather added to farm prob- 
lems— -a succession of bin-busting crop 
yield* drove down market price*. De- 
apfte historically large surpluses of 
gram and cotton, federal price supports 
kept Americaji farm prices pegged so 
hiph 1 bu Canadian h Argentine, Austra- 
lian and European farmers began to 
move into some of th% United States 1 
traditional markets. 

The government scrambled to induce 
farmers to cut back planting r and under 
;l ^mpirzip PiLycTieiil -in-Kind [in^nun— 
at an additionaJ cose id taxpayer* of $10 
billion— farmers received government- 
owned aurpluAes m stead of cash for 
taking acreage out of production. 

Anticipating continued growth in de* 
mand, many farmers went into debt to 
acquire more land and equipment m the 
late 197Qa t at a time when the Farmers 
Homo Administratinn, ft federal lending 
agency r encouraged »uch bcirrowing 
Bui the value of land used to secure 
de tit declined aEonjr with corn mud itj 
price*. By early farm indebted- 
ness had riien to $215 bflhon. 

That figure in double the kve^ 
Eiml IS time* what it wm* b 19GQ. More 
than 41) percent of the farmers, in one 
Joan program are behind on payments. 

In speeches acroaa the country, luw- 
makers and filrm nrganizalion leaden 
are calling 1984 a watershed, a time for 
searching reexamination of progmma 
that were designed half a century age 
to cope with Depression conditions Al- 
ready, many in Corigreaa predict that 
the ax that i* expected to fall next year 
on many other entitlement programs 
will come down on agriculture price 
support [jrograma as well. 
For some farm groups such an out- 
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iting a revolutionar y, new, more efficiently 
ivan. Its front wheel driven. For improved 
father, all around town maneuverability, 
^re parkable. Its more serviceable/too. Ana 
'credibly fuel efficient. City fuel economy: 
>t\ 25 est. mpg: It has 133 cubic bet of 

cargo space.Almost 7 feet of cargo 
floor length. Carries 1700 lbs. 
maximum available pay- 
load. And is protected 

'5 S======^ T against rust by half 

ib a ton of galvanized 
J steel. Its a whole 
new dimension in 
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come of the farm debate would be 
welcome. For example, the American 
Soybean AsiM>dalion 4 s member* have 
practiced free enterprise farming (re- 
ceiving onfy mini ma I government assis- 
tance through ahort-terrri loan*L with 
more dramatic results thiin those 
achieved by producers of other crops. 

In 1990, 1.1 million acres each of pea- 
nuts and soybean* were under cultiva- 
tion, Peanut farmers, relying on gw> 
erament aid* are still taJtivatitag about 
d million acres. Soybean producers, On 
the other hand, had increased their 
acreage to S8 million by 1980 and now 
account for about half of world con- 
sumption of the protein- 
rich beans. 

Say* Ken Bader, chief 
executive officer of the 
Soybean Association: 
" Hi-ivernment handouts 
result in a barrage of red 
tape, They put farmers at 
die mercy of job-sensitive 
bureaucrats, a budget 
minded Congress and 
Cfflteonscrous consumers. 
They mean acreage allot- 
ments and other produc- 
controts. Even more 
mg T tfuch a program 
tews the government to 
establish a ceiling on farm 
profits. 

''Government budgets 
face drastic tuts," he con- 
tinues, "Within this pol id- 
eal environment, current 
support programs are in 
jeopardy. With the pre- 
vnmnc; mood of f "onerous., 
the Reagan ad mirtiftt ra- 
tion and voters, we're go- 
nitf to see less— no? 
more — tax- subsidized gov- 
ernment handouts/' 

The American Farm Bu- 
reau Federation lit also 
campaigning for a market 
philosophy because. Presi- 
dent Robert Delano says, 
government management 
"leads to shutting down 
the VS. farm production 
plant and, eventually, to 
public utility status." 

Ross Korves. the Farm 
Bureau s chief policy analyst, predicts 
that " when all the amok* clear*, the 
vote in Congress will be between gov- 
ernment-controlled a^rici] Slure and 
market-tirieated agriculture. The public 
approach assumes wealth Es created 
without production." 

Korves and other economists contend 
tbnt production control* dnvi> up con- 
sumer prices and, by raising the prices 
of American exports, cripple the United 
State* ability to bring imports and ex- 
port* of all kinds into balance. 
Stuart Hardy, manager of food ami 
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agriculture policy for the U.S. Chamber 
of Commerce* warns that public utility 
status for farming would hobble large 
segments of agriculture-related indus- 
tries. 

"American businesses," he advises, 
■'should se-Sste this opportunity to Apeak 
up for market-oriented farm policy re- 
forms aimed at achieving a dynamic, 

r i. w 1 1 s-orien t ed I ; ^ . gric a I lu re capa - 
ble of competing in domestic and world 
markets, At stake is not only the pros- 
perity of farmers and ranchers but also 
the economic vitality of related busi- 
ne>>e* and tJ>- million jobs created 
by those industries. 




Federal isrm cost* are a small price 10 pay for th* security 

they buy. says House Agriculture Commit it* Chairman 
' Kfka" de la Garza (lop). Jesse Hefms, head of the Senate 
agriculture panel, wants * reduced federal role 



"Current farm program* have bene- 
fited neither consumer* nor family 
fumier*. 1 r Ha-rdy continues, "Farm pro- 
grams have not stabilized the cost of 
l''-H; n 1 1 1 ( h r , they have increased the 
cost of food, 

"Price support programs and import 
quota* add several billion dollars annu- 
ally to retail food prices. The public 
pays twice for farm products— as con- 
sumers and as tAxpayera." 

Analysts maintain that the lion'* 
share of federal farm spending goes to 
larger operators, not to the Idmbod 



small family farm. This year Ave huge 
dairy fannn each received in excess of 
31 million in government funds to cut 
back production. 

And yet, proponent* of federally 
bm'eii'd fiirrjiSii^ ^mt.<nrj thai a heavy 
dose of free enterprise would leave 
farmers dangerously exposed to the va- 
garies of world prices, weather el rid pes- 
tilence. 

Cy Carpenter, president of the Na- 
ticmal Farmer* Imson — n ri v :i I - ■ i~ Uu- 
Farm Bureau— says market-oriented 
farming really means "risk-oriented" 
pri-jducUon. ''It leaves the well-being of 
consumers and farmers to chance." he 
Hay*. "Either we rely on 
l he iirsiirefn of (hi- mar- 
ketplace, with its inherent 
peaks and valleys in prices 
and supply, or we can 
adopt a rational, coherent 
policy of supply manage- 
ment with program bene- 
fits targeted to the family- 
scale sector of agri- 
culture/* 

Members of the Ameri- 
can Agriculture Move- 
ment, whose tracloreade 
frjeubed iiuenlion on n 
problem* in Wat; h my ton 
in 1979, agree with the 
P^irmers Union. Says Na- 
tional Director David 
Renter: "We're seeing 
farm foreclosures, forred 
liquidations and deteriora- 
liipi. in American agricul- 
ture" due td the steps ai- 
re a d y taken toward 
more open market, 

"The American farmer 
has. been told by policy 
makers that we must tow* 
er our prices to market- 
clearing levels on world 
markets," Senter contin- 
ues. pj We have been toM 
we must compete or get 
ouL 113. producers in or- 
der to compete with fiflP* 
eign producers, would 
have to lower our slan- 
■ Inni of living i,, runn-h the 
lowest standard of living 
of any producing country* 
'[f we lose the family 
farmer," he warns, "we will never gtit 
the seed back for the production system 
we have now," 

On one thing everyone agrees: The 
stakes in the 1985 farm debate will be 
high. "It is extremely possible," say* 
William Leaner, assistant Agriculture 
secretary for economics, "that if an ftp' 
l^rupriLLtp. sigriiMa.iujv policy is ih*i dej 
re loped a.mi implemented in the IflW 
turn bn% there cauld be irreparable 
damage u> our farm and agribuafn*** 
economies and ! .huis trj Ihu lolui econonl' 
ic standing of the United States." ^ 
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In Japan, where high-tech electronics 

are a way of life, they pay $714.93 
for an American-made radar detector 



(You can get the same one for considerably less] 



tven we were a little surprised All w* did 
**s bwld Ihe bast radar detect we knew 
*10w Wb shipped our Tirst ESCORT in 1978, 
3nd since then we ve Snipped over 60O.0OD 
Along ma way me ESCORT Jibs earned quite 
a ^efjulfllion- among its owners, and also m 
several aijiornnlive marjarina* 

Credentials 

Over the past fivo years, Car and Dnver 
^ajine has perrorrried four radar detector 
comparison tests Escort nas- been ramd 
■Ximber one in each Thatr most recent test 
included The Escort radar defector 1$ 
Nearly (tie leader in Ifre lieJd fn value cus- 
tomer service, and porTormince . . / We think 
quite an ^nrJr-KWirrienl 

Our Responsibility 

One? qI 11 reasons for our reputation <a 
our attention to detail I F we don t feel we can 
* something very wet] , we eimpry won 1 do n 
That'* why we «ell Escorts direct from the 
*ctory to you Not only can we assure the 
typtyy oi the ESCORT, bul wa can alao make 
that trie salesperson you speak to is 
Knowledgeable And if on ESCORT ever 
ae *<ta service, rt wrli be done quickly And 
11 w 'll be done right 

50 States Only 

IhaS's the reason we oon't presensiy 
SJ ^SCORTs outside ot the- United States, 
tven in tne countries that use kJftniiea! radar 
^cwn and Australia to nnme two) we know 
UB-coufedn t provide Ine tond oi cuilomBf 
that ESCORT owners expect So we 
™s* up the additional sales rather man nik 
Dur ^oujation 



Deai Sk. : 

So we If admir we were surprised when a 
letter from one of our customers included en 
advertisement from A Japanese automotive 
magazine The ad pictured on ESCORT, and 
Ine price was 158.000 yen. Our customer was 
kind ennmuh lo convert that lo U.S doJtars 
Using that fiaysraleol exchange an American* 
made ESCORT was worth sn«93 m Japan 
Further translation revealed 1t*e prwase ' The 
real thing li nere! a no warned against 




r>* i Mil at? «¥irt # MM Mpm* 



Econ 101 

Needless To say, we were flattered We 
kne* thai ESCORT had an impressive rgpu- 
1 at ion. but we never e*pectod lo see n boot- 
legged into other countries And soW at Such 
a premium. Bul the fcawt of supply and demand 
are not so easy to Ignore. When (hem 4s a 
etrong need for a product, the*© If an equally 
strong incentive for an errterpnaang capital 
to fill (hat need And a pp ar e ncy, thaa's just 
what happened 



The Moral 

SVe still don'! sell out of the country. And 
ine price m Itiis country is. atttl 1245 The 
price we ve had for the teat frve years. 

Quite a deal tor what The Japanese must 
trunk ks Ihe fcest radar detector in the world. 

Try ESCORT at no n*k 

Take ino First 30 days wrtti ESCORT as a 
lest it you re noi complotefy satisfied 
return it ior a Full refund You can 1 lose 

ESCORT is also backed with a One 
year warranty on both nam ana labor 
ESCORT S245 lOhti u& *W S1348 toil 

IN OHIO 80O582-20M 



By ma»l »ntJ to address below Cr«M 
cards, money ordero bank cf>ocfc£ cer- 
UliedchflC^, wirt* irarwtiifs n^oCtfiaxd 
immediately Perjonal or company 
chocks require i&dayf. 

ESCORT 

RADAR WARNING RECEtVER 



Cincinnati Microwave 
Department 100-092 
One Microwave PUza 
Cindnnab. Ohio -01 rjrj 
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LESSONS OF LEADERSHIP 



Why Safeway Stepped 
Playing It Safe 

Once headed for a career as a diplomat, 
Peter Magowan chose instead to bring 
new zest to the retail food business. 



By Del Marth 



Peter A* magowan works ra his 
shirt-sleeves — not exactly the sar- 
torial image normally projected by a 
young chief executive officer bearing 
educational credentials from Groton 
Preparatory School, flan ford Univerat^ 
ty r Oxford and the John a Hopkins 
School of Advanced International Stud- 
ies. But then, neither is his office a 



auhe of oak- pane ted walls and hunt 
scene paintings. It Is a fifth-floor room 
io an o]d H corn-cried wan* house with a 
view uf tfcift Oakland, Calif., produce dis- 
trict. 

Clearly, this corporate tender has dif- 
ferent priorities than many of hbt coun- 
terparts. He thinks differently. And be- 
cause he does, he has turned around the 
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fortunes of his company, Safeway 
Stores, Inc. 

Sixteen years afro. Magowan aban- 
doned his graduate study of politics ami 
international relations, choosing a ca- 
ncer with Safeway over service in the 
diplomatic corps. 

Re explains: "While studying in 
Washington, 1 worked two summers al 
the State Department. That was 
enough to convince me 1 didn't want to 
spend the rest of my life there." 

Today, at 42, with four years* as 
Safe way's CEO under his belt, he Is 
comfortable with his choice, 

"This is a very challenging btlSH 
□ess/' he says. J, l don't know of one 
more competitive or one that change? 
ho fast 14 

The younn executive is proving to be 
one of the most innovative and apre* 
sive in the retail food business. 

Says Harry Sunderland, 22 years 
with Safeway and now its chief finan- 
cial officer: "When he became chair 
man, he inherited a company with top- 
heavy management, detc-rkirating 
capital ratios and an obsolete U.S. stort' 
system. He has redevelop**^ the .ntore 
system and morchandlRinp program 
into b modern superstore structure, 
streamlined the management and 
strengthened the balance sheet." 

9 nainic leadership ban restored 
Safeway to a strong competitive posi- 
tion " Ay proof, he points oul thai th* 
company'* atock has more than doubled 
in price in the last three years. 

Other figures bear out Magowan s 
impact. La*L year, Safeway recorded 
sales of $18,G billirjh and earnings of 
$183,3 mill ion. The earnings were 14.8 
percent ahead of the results wA 
came on top of a 47 percent improve- 
ment in '82 over p 8l. From 1078 to UHL 
net income had plummeted 32 percent 

Magowan shies away from taking 
credit "A wrong conclusion is often 
made that a CEO is the Rvy making all 
the dedflJons/' he say*, "when tit uattjf 
tt is the mannfrement team that decide* 
what needs doinjf* 1 ' 

Perhaps, but Safeway is not the sarnc 
fiirpt i ration it was tmfore Magowaxi be- 
rume t'KO ii* 1980 He acknowtodj** 
the change: "We arc a very differed 
company today/ 1 

tn the past, he says, "we had a ten 
dency not to experiment. We watched 
what someone else would do and then, 
cautiously, if it was a g-ood idea, ^ 
would do iC* 

Analysts also view Safe way's leader- 



To revive Safeway, uyi Peler Magowan, 
"we had to become more aggrotskve 
mfrchamn. get price-competitive." 

NATION'S ItirSiNK^ 



Discover how 
to improve your 
managrai^talents 
ana profits. 




"Executive Seminars in Sound'" is 
a lively H-tape program designed to give 
answers to problems crucial in manag- 
ing a busi ness. The tapes cover r 

1 . 1 10W TO GET YOUR IDEAS 
ACROSS 

2. MAW- mKM[>ST< Jl Vol K 
WAY. 

3. Y( )[ JK HOLE AS A DI X ISKW 
MAKER 

4. (iUilJE IT) BETTER 
m H 'I £ MANAGEMENT 

5. MASTERING THK ART 
Of-i)HJXi,\nNG 

6.0K<i\NIZlNGY0UR 

PLANSANTJR-ANNING 

YOUR ORGANIZATION 
7. StKAPECilES I H-'M< )V1NG 

AHEAD 

s.howit>ijvi;\vith 

your own success 

No boring lectures. 

On e;«.-h U\\n-_ iictors drama- 
tize c >n ll it'4< )li situations thai, 
flat a manner are always 
facing you. The expert rom- 
nientary analyzes the situa- 
tions and demonstrates the 
inost profitable solutions. 

Learn where and when you 
choose. The rotivrriiencr ■ il r.^sHr* 1 
J<t| ws. in a com piic I bi rider, til l( ws 
I xccutive Seminars in Sound" to work for 



FASTER SERVICE, 
CALL TOLL-FREE! 

tfcr pa. residents only, 
call 1-B0O-662-2444) 




Make The Most 
of Your Time 




Mastering The Art 
of Delegating 



you anywhere, any^ 
time- at the office, in 
your car or ^if home. 

Invest $95 in your- 
self and profit for a 
lifetime. «Send Unlay 
fr>r your onupJete set 
uf H t assetles.Each 
"Executive Scmirattfi 
in Sound" tape is in i 
less than 45 minutes 
tong, Wte'll even let you 
fry it for 15 days KKEE. 
and il you re not satisfied, 
rvhun it for a full refund. 

Phjft you receive a study 
guide with a written synop* 
sis of each tape, icle^il fur 
[lersonal review and group 
training sessic his. 
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Strategies of Moving Ahead 



How To Live With Your 
Own Success 





U take you up on your 15 day FREE TRIAL OFFER. 

Ni'C ii I is ii l.mutivi StuitiLils. tn S.jurKl' U uni llinn iu^lil\ 
J K l Ati rrtijm il Uv in il l rHiuwl 



□ 



I 

| HUlrmny 

I 
I 
I 



^'k'n. ■ 



Kaptmin mi Efcitr 



t iiniiiortv 

Aikirm _ . 

I Nations Bu&uiess Executive Seniirws Division 
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ship in the 1970s as timid; in awe of 
govern ment regulations, hesitant about 
advertising loss leaders for fear of run- 
ning out of the advertised Items and 
reluctant to match prices with aggres> 
Hive discounters. 

The effect: Safeway, the world 'a 
largest food retailor, was losing its 
Hhany of key markBtft nm.^lJy tfl Kgbn> 
a] chains, "Competition is all over the 
pUtte/' Maguwiiii hiiyh, "hut Lhe big- 
gest we tend to face is the local region- 
al company, tike Giant Poods in Wash- 
ington, Randall's in Houston, Tom 
Thumb hi I kaUas, Haley's in Sacramen- 
to." tfi Los Angele** Safeway r s market 
*haro slipped to 6,6 percent in 1980 
from twice that percent- 
age ill the J 970s. 

Halting and reversing 
the trend was Mngowan's 
first mom To him, vol- 
ume is "the tifshlood of 
the business/" And to 
achieve it, he says, "we 
hud to become more ag- 
gressive merchants, get 
price-competitive* correct 
our over-reliance on pri- 
vate label* and be wilting 
to do some experiment** 
Lion," 

rl:- were n<<i m\ 

of textbooks. He learned 
creative retailing in the 
marketplace* after Leaving 
Johns Hopkins in 1988 to 
take a job as assistant 
store manager at a 
Safeway store in the na- 
tion's capital. 

After serving as a store manager and 
inter a real estate negotiator in Wash* 
ington, he moved up la district manag- 
er in Houston, then to retail operations 
manager m Phoenix, us division manag- 
er in Tulsa, to Toronto as head nf inter- 
national operations and then on to San 
Francisco h- manager of the company's 
Western region. 

WHEN HLS APPOINTMENT ftS CEO 
was announced, headquarters 
buzzed like one giant party line. Older 
senior executives had been passed over. 
And Magowan's elevation seamed 
clouded by family connections: His 
grandfather. Charles Merrill of Merrill 
Lynch r Pierce, Fenner £ Smith, was a 
major force in Safeway when U was 
incorporated in 1926, and hk father, 
Robert Itfagowan, was Safeway CEO 
between 1959 and I%9. 

But these who ascribed the son's ap- 
pofartoMnit to nepotium have since recy- 
cled their thoughts. rVter kt ago wan, 
according to one analysis of trends in 
the retail food industry, "has brought 
to Safeway vigor and entfaimnn— in- 

42 



tangible assets which, however, have 
resulted in very tangible advances m 
Hales and earnings." 

Moving confidently and swiftly, he 
closed marginal stores. In fact, the 
company abajinV;nH entirely it* i:ip*-ni- 
liurtH hi Iuwil nrnl Nebraska. Hi* re- 
aligned and confiofidetted the firm's Zl 
U.S. retail divisions down to 1?, The 
company's meat prefabricate* plants 
were reduced from VI to 3. To stock- 
holders, he predicted Safeway would 
soon have "the reputation of operating 
some of the moat interest in^ lu.-I rmu 
vative supermarkets in the country." 

Those innovations include superninr- 
keta with natural food centers, cheese 
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MaQDwan meets often w\lh store employes Hke thaae In Phoenix. 
Unless a food retailer HtTeoB to employes and cummer?, 
he j&ya, '"you may miss changes, you may ba loo alow." 



shops, expanded wine sections, ro.nmet- 
ic centers and full-line ftoraj depart- 
ments, The company also now operates 
free-standing specialty shops. The fast- 
eet-growirig are its Liquor Barns. 
Safeway operates more than 100 Lh j [U 1 1 r 
Li urns, which feature wide selections 
{over 200 California cabernet sauiig 
non.\ for example i .v -h.-wmt prices 
These outlet*, moat of which are locat- 
ed in California, produce net profit 
rates well in excess of those of conven- 
tional grocery a tare*. 

"All these things, these mrniviitioflj, 
COItie from listening to Our customer* 
and our employee/* Mag® wan says. 
"Unlaw ycju are interested in hearing 
what they are saying, you may miss 
changes, you may be too slow. 

"I'm away from the office al least 
one week in three, trying tn spend sa 
much time as possible in the stores. 
IjixI week, in four days, 1 visited 35 of 
our newly acquired Wcin marten h Lores 
id Texas and Louisiana." 

Safeway conducts thousands of cus- 
tomer surveys each year From them it 
ha* learned that most shippers prefer 



superstores, markets with 40,ooo 
square feet or more and a much wider 
range of products, than is typically 
found in a conventional store. Safeway 
now has of them and lb gradually 
repricing its smaller unila, 

IT is merchandising practices that 
most challenge M ago wan fore- 
sight, "Customers are changing their 
buying hiihiW lie KLiyti. "The> sire ear- 
ing away from home more, And they 
an- buying more nonfood items in the 
grocery store. So we try to make up for 
food items, they are not eating with new 
itemu like film„ greeting cards, maga- 
zines and paperback books, con me tic*, 
office supplies-- things we 
didn't use to stock. 

fc ' People nowadays are 
spending a smaller per- 
centage of their incnriu' 
for food, and they are eat- 
ing less red meat but 
more fish and poultry, 
drinking leas whole milk 
but more tow-fat milk, eat- 
ing less butter but more 
innrgurine. The\ an 1 eat- 
ing more produce than 
ever before." 

Pleasing such a change 
ihg palate, and uccomnio- 
d&ting cujuomers' pocket- 
books, provide the type of 
day-today challenges that 
M ago wan could not envi- 
sion incurring in the diplo- 
matic corps. 

Though M ago wan say* 
Safeway has "ha<l a real 
turnaround." he talks as though he is 
merely beginning. 

With more than 2,500 smres in the 
chain today, nearly o00 of them in the 
United Kingdom, Canada, WestGerma- 
!iy and Australia, he looks toward build- 
ing more Safeway supermarkets in oth- 
er countries, "In fact/ 1 he says, "we 
I r-li^v^ that the growth opportunities 
are greater outside the United States," 
The company plana to add ISO new 
stores annually, both here and abroad. 

In still another commitment to 
growth, Safeway ha* built four expert* 
mental »iiipe natures — one near Tutsn, 
1 wo near l>allas, one en the San I'Vuneis- 
co Bay area—designed by the Dandy 
Company of Columbus, Ohio, special* 
Eatl in department store layouts. The 
hope is that these futuri»tic super- 
stores will boost sales thsrouKh innova- 
tive architecture and interior Say out. 

Built m a huh-and-spoke pattern, the 
stores are clearly departrnenUlixed- 
" J Each department carries it*s own de- 
cor/' Magowan explains. "So if you are 
buying cosmetica you see nothing but 
cosmetics, and the entire department 

AttuUST 1^9* 
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has a cosrmities decor. All the aerviw 
departments art: clustered in the stored 
center/' 

But he does not foresee the Doody- 
rtesigncd stores sj dominating 
Safe way's future, "Because of their de- 
sign and angles," he s&yn< "this stores 
do not fit uri the typical property we 
buy, which i:- inctangular* We have 
tinly go many .-sites when* this type of 
*r ■)]'!■ will fit. And y<iu need the right 
demographies for such a large str)rf . : ' 

Indeed, fauUirs imraL he carefully 

^iffht-ij if, 1 1 if JVtuil ^hM.-i-!'V hij.-m^ ;>s, 

there is ]ktJo niargip far errpr f *The 
industry/' explains Magawan, "makes 
i^N,ui .i i^.ni uu 1-HLih . h jllaar uf huleh." 

So Magowan keeps creating* with the 
aid of expert merchandisers. Many of 
Itue-fte have been hrmight into the com- 
pany run ks frtini outaide — especially kt 
the area of the new non-food depart- 

" Sjfs. Within the executive officer he 

has shifted enntro! to merchant* jui»I 
away from lawyers and accountant*. 

"Hiring outsiders for a few critical 
rotai did go agaJmrt Safeway tradition," 
he ftays. "But these moves, I believe, 
have alb wed us to develop the business 
over a much shorter period thin wuuJd 
[lave kwn the case if we had persisted 
>H our historic approach of develop in e; 
^1! "pur niiiiirL^ement internally." 

And he ban centralized advertising, 
enabling the corporation to achieve 
greater ex|HNnure mid is more cr.uisi*ti v n1 
floage by purchasing magazine spacv 
and le levin io n time at the national teVfll 

All the while his ahirt -sleeve lead- 
L ership Of Safeway 1 * lfiLi,rKKi i-m- 
pfeygs & dispelling the image that to 
advantaged youth and dynastic family 
had conjured up, He attend* employ* 
award banquets, he encourages ik>- 
qurations-hurred interviews with em- 
ployes that are printed in the company 
ifl-hotm* magazine, and hv has been 
known to visit itcre managers on week- 
^ndsi wearing jeans and a T-shirt. 

Magowan often ifcvoten Saturday n 
*nd Sundays to work. But he finds nmr 
for outwit uctivitieH in behalf of the 
ousineas community — h* » a member 
^ the U.S. Chamber «f Cfitnnteree 
tH>ard of directors— and b$ manages in 
in Mome tennis, Ashing and skiing. 
Oti occasion he enjoys taking over the 
^>oking chores frum lis* wift\ no dm it it 
adding one more ingredient to the om- 
an his contribution to still another 
J* f hi* Safeway goals. **H each of 
<"ftfe way's 4 million daily shoppers 
"Ought just olie more item when shop* 
P^flfi" Af ago wan say a,. "we cotdd haw 
Mother $2 h ilium in sal m each year." □ 
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A Nation's Business special repon 
in the Sepiernber issue explores 
how the computer industry is 
developing unified office systems 
— machines ihai conwunicate 
with each other 

Keep up with the latest in office 
technology Read I he special 
section on computer 
communicaiions in the 
September issue' 

Nation's Business 



THE PROVOCATIVE PROGRAM 
FOR DISSENTING ADULTS • • • 



ITS YOUR BUSINESS 






ton programming— pro- 
rcting trtewers In your w 
n more than 350 television 
experts against each other 
ool arwifysis, and a balance 

jbtic affaire program of U* 
on issues thai hii ctee to 



IT^i TOUR BUSrNESS is dyiiarnlc ieJevl 
vocative debate on issues directly afle* 
k«t- it i no wwtdtr thai every week on 
ftaitoru FTS VOUR BUSINESS pili the < 
for 30 minutes of heated discussion, cc 
of lesfToruJbk' opinkm. 
The mo*t successful syncbcirft 

hvl its tour business foa 

home- jofc* and utwriptaymeni. (urnfty health imd education, the 

value of our money, wen the air we breathe And It's the only 
program on KkviaJcn where luironal experts en BOTH sides of 
the tesue get theft two cents' worth in. weeJr after week 

rrsvouR 

BUSINESS targets rssues of vrtaltTy and stgnifktfnLif To you and to 
vou* audiences ami to your customers It draws national lender* 
in Congress, business, la bo* consumer movements, govern 
mem, ossoaations. finance ail Dfliaiiale and often outspoken: 
dcfeiaeT* of their posUiom Ze=tty verbd tattle* on subject? 



For more infoirnatiort* coll. 
Ftatik Men Phifpoi 
Syndication Manager 
(2021463 5634 



affecting aD Americans. That adds up to lop-notch programs with 
strong appeal, 

MERYL COMER moderolof of ITS TOUR BUSINESS, hand 
The spirited debate with professional skill and polish, 
Emmy nward-wtrmrng producer and journalist b news anchor 
and interviewer fer BfeHet h The American Business Network 

RICHARD L LESHER fteaideni of the US Qunnber of Com- 
rnerct speaks Tor the private enterprise pornl of view each weak 
of) the ITS YOUR BUSINESS panel With extensive expertise in 
maruagcrncnt gowmment «nd commonJcetJom. tfr tetter "eg * 
forceful advocate Tor the private sectOL 

America's finest companies select 
YOUR BUSINESS fat the i^uatty Bmropftere i provWe* for 
commercial meswtge-i. fairway Corporation, Anheuicr *Bi.i 
frtmpgnbes Inc. Preiser Industries, The Goodyear Tfre ft fttibfc 
Company, The LW Corporation. Loctflv Corporation, PepsiCo, tnc . 
The Savings, and Loan Foundation. M4uT Stmtjoumnl and others 
ha w mode thb oi,rWnndbijg program a part of their EmdWona 




For sponsorship mfi 



rrrnattan. colt 
henRtabuldt 
U iffcflin^ MriruS*-' 1 

(202 j <6^seio 



A Production of BttNcl Ibt American Business Network 
Chamber ofCwmerce of the United State* 
1635 H Street. N W ( woihinijiort tkC 20062 



The'Thursday 




How well does your health care 
coverage measure up? 

There's the Thursday Lunch Group. And you're their health care 
benefits manager They've marched into your office to put you and your health 
care insurance company to the tesu 

Their question: "Why cant we get hencr protection and nuw kinds of 
benefits for our money?" 

With Blue Cross and Blue Shield coverage, they can. 
We're flexible We can work out coverage thai will include only those 
kinds of benefits you and your company want, We have effective ways to help 
you control costs, And we have one of the most advanced telecommunications 
systems in ihe indusiry to help deliver benefits quickly and efficiently 

Call Blue Cross and Li tue Shield at 479-65(X). Learn how we can keep 
your employees and company management happy with customized benefit 
programs; flexible financing arrangements; minimum paperwork; and more. 
Call now— before your company s "Thursday I .unch ( Iroup" puts you 
to the test. 




Blue Cross 
Blue Shield 



Group Hospitalization, Inc., Medic at Service of DC 

Ttie BIm* Geoss arid Bju* Sftwttj Fmn* of thn Notional Capum A^a 
550 121ft Stt«rt, SW , Wwnington, D C 2002* * iM*GMi WBOC 

Looking better all the time* 



in fact this man helped write the 
language of Modern Cooperative Adver- 
tising He is Peter Karsner. the COOP Mar- 
keting Manager at Media Networks, Inc. 

The good news is that not only do we 
speak CO-OP... we atso understand your 
advertising prior ities, We know your success 
in the crowded competitive marketplace 
depends upon maximum resources for 
results. 

We speak the language suppliers, seJl- 
efs and advertising agencies understand 
A language in which profits, affordability, 
audience reach, market share and pre- 
cision targeting are not just buzz words 
Yes, we speak our mind about CO-OFs 
real potential 



If you speak with Peter, hell show you 
how— and why— you could be using our 
networks of compattote magazines f o pin- 
point delivery of your marketing messages 
to precisely defined, zipcoded toe a I 
markets. 

Because Media Networks speaks CO- 
OP we understand the sensitive partner- 
ship COOP advertising demands. Our 
uli innate goal is to assist suppliers and 
sellers in establishing a modern CO-OP 
program which reconciles their marketing 
needs 

Put CO-OP to work for your product or 
service Cat! or write 



Peter Korsner CO-OP Marketing Manager 

Media Networks, Inc. 

405 North Washington Street 
Fails Church, VA 22046 



1-flOO 368-7001 1-703-241-7407 

l$B4 MEDIA NETWORKS, WC*600 THIRD AVENUE* NEW YORK NY 1Q0T6»l212 J 661-4800 3M 



Picture the possibilities. 




JUST POINT. . . PRESS ... AND PERFORM . 



The powerful, new Knowledge 1 Worker desktop computer 
with A B Dick s exclusive Mf-Path " software is so easy to 
use i| will quickly make every member of your 
^taff moie produclive — no matter what |ob they 
I "'i \n--\ M-Palh allows each user lo create 
electronic pictures of individual, everyday office 
tools (in out trays wasiebaskel, file drawers, 
folders, etc.) right on the screen When you 
W a-H (o use one of these tools, just point lo 
and press go The tnlormatton appears 
instantly! Fewer keystrokes, greater productivity, 
A picture's worth more than a thousand words Making 

what (f sales projections? 
By using our Electronic 
Spreadsheet you can 
si it &t change jusl one ligure. and 

— all the others readjust aulo- 
maNcalfy 1 To highlighl your 
wo**; with a graph bar or pie 
chart, simply press one key, and there ii is fn your choice ol 
54 Business Graphics software ccrfor <x>mbi nations. 



We do windows No more shuttling through papers since 

you can now look o^er and analyze different daocumenls on 
the screen at the same lime The Knowledge 
Worker allows you to review reports, compara 
sales figures, move important information, so 
your decisions are accurate, quick and officio m 
-M -J You don I hiivp lo be a ' Computer -Genius." 
There s no reason for anyone on your staff to be 
— * intimidated by this system, because we ve de- 
signed something into lh*s computer that 

one else has thouqhr .ih^i 

simplicity' So why limit yourself 

lo a standatone. personal com- _ 

puter. when Knowledge Worker . Tl . . * _ 

with M-Path does so much 

more, so easily As you grow. ^ ^ - 

ft grows Because ihe new 

Knowledge Worker Series can 

perform by Msell, or share 

information wMh hundreds of 

other workstations and networks Call A B. Dick tor more 
information Our tepresentattve will be as easy 
10 work wrth as Our Knowledge Worker. 





Wouldyoulet 
astangsrintrj 
yourcar? 



Then? are a lot of strangers on the road these 
days. Especially in the car phone business. 

And its easy to let them dazzle you. 
Because the new cellular car phone systems 
are remarkable. 

They sound terrific And they can save 
you so much time that even if you never 
thought you needed car phone service, 
you've got to be tempted, now. 

But you've also got to be careM 

Because the quality of some of those 
systems may vary all over the road 

ALEXT CYNICS SAY ITS OVER-ENGIN1 



Our system was designed and tested by Bell 
l^bs, It's already been proven by over 2,000 
subscribers. For over 5 years. No system in 
the country has been tested longer 

And its engineered with that same 
fanaticism. 

Our transmitter grid, for instance, is 
much stronger than we need right now 



Because we're looking ahead. To data com- 
munication and transmission that will 
take you to the edge of imagination, and 
beyond. To service you can use nationwide. 

And we're building it all on the name 
that's been a synonym for quality telecom- 
munications for over a century. 

So although a stranger may look attrac- 
tive to you now, you really have to ask 
yourseU what could happen down the road. 

To sign up for Alex service or arrange a 
demonstration, call 1-800-2 5 5-BELL. 

State of the art From die peo ple who 
inventedmeart"* 




Bell Atlantic 

Mobile Systems 



AUTHORIZED AGENTS : 

A Cellular Company 
Vienna. VA 



Atlantic Cellular Telephone 
Washington, DC/Baltimore, MD 
Arlington, VA 



Motorola CAE Inc. 
Columbia, MD 



Teltronic Inc 
Silver Spring, MD 
Baltimore, MD 
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Message for Today's Investors: Diversify 

Circumstances will differ, and so should personal portfolios. 

By Mark O'Brien 



ANDREW CARNTGtB CMC* 
i remarked thai ho put 
all his ckks in one banket 
find then watetwd the bas- 
ket Thai investment phi)**- 
ophy. while suiHtisa-fii] for 
Carnegie, would not get 
iTiui-h fjraisf indii} Indeed 
fiorORB the Apectrum of in- 
vestment advisers, atock 
Unr] bond Undent and mrm- 
*y market Apedaltsta, there 
arises one common Lhnrue: 
diversify. 

How you diversify your 
portfolio dopenda 4 trf 
eourue, on its six* and your 
faeome p your age, how 
many obligation* you have 
and. fu.Tfra.pR nuiat Impor- 
kin*, your tastes in invest- 
ment. But diversify you 
m us L 

You have plenty of waya 
to do jto. Deregulation of 
th* £n vestment community 
W broken dawn product 
Earners spawning mi array 
«f finandaJ (inidw'ifc fur ih*' 

Whether you have | lot of 
Jfroftey or ju*t piu a jWtU, 
y«Jur opportunities have 
chunged in th e pust five 
y**rs< 

/'The hue Iffibi aurted 
the heyday of financial 
Hannine;/' aaya David 
Dewsnstp erf Maisaehuattt* 
Mutual Life In aura net* 
Cnmpuny; who— like many 
JUher inaurance amenta — 
acquired expertise a* a 
K£nt*ral financial pEanni?r. 

EcWifi so much more you 
du now t#> leave your 
client better off," 

Tod Qakley, a vice preai- 
of Rota n Mo«le h a 
™uUiHv««t brokerage firm* 
*peaaliies in portfolio man- 
^rnent in Coqrai Cbriiti. 




For young exctu1tve&. top priority ahoukJ be lo pu! aside 

four to tiv monlhi ol living #id#n»e« h in caah. AI1*r 
thai, one expert uy&. ahould coma- "participating io the 
maximum m l*i -deferred plant" like IRA* and Ke&gha 
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If there were h ''typical'" 
executive, Oakley would de> 
sign hill portfolio this way: 
3fi percent municipal LhontiV, 
SO percemt growrh-orienU'd 
h locks; L*i.i j be r cent TreaMin 
bilk*. Percentages would 
change to suit individual 
circumaUincei, but the rea- 
aona behind the breakdown 
apply to most MgHtftOi&i 
hi 1 1| i!e m mid-career. 

"An executive portfolio 
really moat atari with ma- 
nieipai bonds/ 1 says Oak- 
ley, "because Ok- executive 
ia usually in the £ti percent 
la* braeket-" 

The attraction of munici- 
pal bonds, whoa* interest ia 
tax-free, can be iireaiatibie. 
A safe 9 perafjil return — 
readily obtainable today— 
equate IB percent on an af- 
ter-tax baaia if you are in 
the SO percent bracket. 
Even if you are in the 40 
percent bracket, it is easy 
to \*'&t tlit- best money mar- 
ket return with a municipal 
bond. 

DireraificatKJti can pro- 
tect you against loss on mu- 
nicipal bond*- You don't 
have enough money to bny 
liiffurent bonds? Buy 
yliLLn-.-, m :i municipal tartul 
fund. Then, if one of the 
fund's selection* turna 
tour, the los« la spread 
amon£ Uioaaands of rthnres 
1 1 1 the fand 

AUo, iniliviiiuaJ municipal 
tMmda tt*nd to 1h> difficull U> 
reaeli; a fund** $haxea: are 
easier lo unlond in a harry, 
You urn fjjuj iniiivniiittl 
bond^ 'Am', pay a higher 
rate than that paid by a 
fund, which ia an average 
of many hnnda 1 rate*. Bui 
you, have more rtfik, 

Another way Lo pnH^et 
youmelf is to koeu bond^ 
ahnrt— ihait ia + buy bonds 
matunriif m less KMD thruc 
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CLOSED OH mm UKttM I NUlfc. 

THE DOU JONES INDUSTRIAL INDEX ENDED 
DfiV UP 1.35 AT 1 102-5$. 

HOWEVER THE TftME CLOSING PRICE DIDN 
REFLECT THE IW'S POTION - ft DftV UHEN Tl 




years. Prices of short bonds do not flue- 
tuate as much as those of bn£ bonds. If 
interest rates go up, m-iid jim'^— m 
one of the penersities of that dismal 
science, economica— go down. A long 
municipal bond in a period of rising in- 
terest ratal could lock you into the 
worst of all worlds — a low price if you 
wanted to sell and relatively low cur- 
rent income if you did not 

The QWMf of a Pennsylvania busi- 
ness sold it in the early 1960s for 52 
million and put hte money, after taxes, 
into high-yielding municipal bonds. His 
money was safe in theory, but not in 



actuality. Inflation he had not foreseen 
h-£ih] to eat at the money's- real worth, 
and wh«n interest rates in general dou* 
Liled r his bonds' current market value 
plummeted. With lo year* left to matu- 
rity, he panicked, felling the bonds far 
barely naif Qf what he had paid for 
them and what they would bring when 
eventually redeemed, 

Picking an investment-quality short- 
term municipal bond is simple, certain ly 
far easier than picking a good stock. 

Not all kinds of stocks have a place in 
the optimum executive portfolio. Oak- 
ley recommends medium-sized growth 



A bond trading room al Mflrrill Lynch; 
For executives in nigh is* bf tickets, 
municipal bonds can be a beat net. 

conipaaie£ "Generally the executive 
approaching 50, with 15 to 20 years of 
work ahead, doesn't need much risk," 
he says. "That's why 1 would stay away 
from small emerging growth compa- 
nies." 

lEDIUM-KIZKn growth companies 
frequently do not pay dividend*, 
which would be taxed at ordinary in- 
come level*. Rather, your return comes 
when you sell, and your profit is taxed 
at the low Jong-term capital gains level 
if you have held the stock Inng enough- 
(The Tax Reform Act of 1984 reduces 
the holding period from a year to six 
months.) 

The medium-sized growth company^ 
sales fnmi *1"K! TniSImn hi S^iM mil- 
lion— is one that has sueee as fully 
passed from the entrepreneuriaJ stage 
to a stage in which it needs professional 
management skill, a quality often ladl- 
ing in growth firms' founders. 

Many small emerging growth eompft- 
niea fail to make the difficult trarisi- 
lion— -thus the risk in them. The com- 
puter software industry is one in which 
numerous companies face this Iransi 
tion challenge today. 

Apart from tax considerations* 
stocks tend to he the best hedge in the 
financial market* against inflation. And 
best among stocks are smaller, fast- 
gruwiiig companies. 

for the 55 years fmm t03fl ha tfflt 
an index of the smallest companies on 
the New York Stock Exchange shows 



Should You See a Financial Planner ? 



We all have financial prnhEerr.s, 
particularly around tax time. But 
there are problems, and then there 
are problems. Your lawyer or ac- 
countant can help you decide Wheth- 
er you jkhoutd see a financial plan- 
ner. IT the decision ta yes, where 
should you go? 

The 100 member firms of the In- 
vestment Counsel Association of 
America advise the very wealthy 
The portfolio size is seldom less* thin 
fSOCMXtt 

Scudder, Stevens & CLark founded 
the investment counseling industry 
in Boston in 1!?H+. The idea tlien as 
now was V\ 'tfFer pore advice, unbi- 
ased by prauure to earn cornrctbv 
sions The typical fee is > of 1 per- 
cent for "he first million do! Lara, less 



for the second or third. For more 
information, write the ICAA, 50 
Broad Street, Room 532, New York, 
N" Y. HXXM. 

A new breed of financial planners 
today serves those leas welt-off. Ex- 
pan ding the ranks of insurance 
salesmen ami hank trust uffiwre— 
traditional planners for the middle 
classes— an* graduates of a variety 
of college and profetttonal pre- 
grains. 

Two years ago the 2^fJ-chapter 
American Snciety of Chartered Life 
Underwriters, an insurance ttaoci* 
tion, began awarding the Chartered 
Financial Consultant destination. 
The chapter ne&reat you, On ted in 
the Yellow Pages, will provide a List. 

The Coltagft for Financial Plan- 



ning in Denver award* the Certified 
Financial Planner's designation. 
C.F.P.s tend Lo he slock brokers, 
thuugh man} are a ho lawyers and 
accountants, To locate f.F.P.s near 
your home, write the college at 
S fialena, Suite ISO, Denver, (kilo. 

Compensation varies Some plan- 
ners work on a fee-only basis, but 
mml wrv romi" b nailed through nun- 
missions on products they recom- 
mend you buy. Since commissions 
{pose the possibility of conflict of in- 
terest, some f*p* rLft say the best or- 
range men l is a fixed fee, w r ith a 
yearly fee for a review. But fee* can 
In? much mon* costly than commis- 
sions. You Lake your choice and pay 
your money, 



46 



NATION'S BUSINESS ■ AUtJLFST \9* 4 



to average 12 percent annua] return* 
combining dividend* and pri^t* in- 
creases. (LiMing on the NYSE requires 
certain sales end profit levels, 30 all 
Lbest* i-umpaiiie& are actually medium- 
eiitod.1 A fjflO-atuck index domhmted by 
larger companies shows a return of 9 
percent. Corporate bonds show 3.G per- 
cent and government bonds $ percent 
Inflation averaged 3 percent ovsr the- 
flame period- 

With 30 percent in municipal bonds 
60 percent in growth companies, 20 
percent is left for everything else. 

In Oakley's model portfolio, the 
fcrything etae should provide liquidity 
*nd safety (tot, inflation protection 
second, Oakley iikee Treasury bills of 
8 months 1 maturity or leaa, which cur- 
rently yield about 11 percent Treasury 
bills are as safe an investment as ex- 
toip ami they have excellent liquidity, 
Wlh the inflation rate now |uw and 
Uiterwflt rates high they also keep you 
ahead of inflation— something tfiey 
havo rwE dour historically; usually they 
we merely matched it. 

■ I-" Yw AKH KH-HKB in prospect* ami an 
' children to raise than in dollars, the 
0;iklv> purfi»li«.> ituiy !«■ prenmuire A 
salary ofSl^OOO may Round like a lot. 
hut sifter taxes and monthly mortgage 
PHyriiL'jiSj.. mi any executives al that m- 
^mir U-vv»L hnve little left over for in- 
n&tmentiu 

"Tlie t&x laws are slanted against the 
hiph-incom* executive." says financial 
Manner Kemp Fain, president of the 
i&atJtutti of Certified Financial Han 
Thanks to write-offs^ he says. <l we 
do a great rfesj to he-3p the wlf- 
11 1 I'loyed professional or smiill huni- 
fiesg owner, Bui it is hard for a youn- 
ger, high-income executive to get to the 
point where he has accumulated 
*Jtough liqukl wealth to need profes 
"tonal portfolio advice," 

McitT investment ndv users agree ifmi 
ev «ryone should have four to six 
GioiUhB of living expense* in caah- If 
Z&u are just getting by on your salary, 
yuur frm investment goal should be to 
!*y away about half a year's earnings 
jj 1 a place where you can gel them in a 
nurry i That place might be n money 
lr >nrket fund or the cash value built up 
]11 an insurance policy, 

'|nee the living expense assets tune 
J u ckim| !iw!iy— no easy chore— you can 
bttfldtag & long-range portfolio. 

The first thing » fairly young, capi- 

lH f&rved executive should consider is 
jj*Jtacipnting to the maximum in tax- 
erred plans/' says Richard S|**rry P a 
J, 14 ;'" pnmadant of &ruddcr + Stevena A 
. laT *. the nation'* eldest independent 
treatment adviser. 

W *T|QN\s AU8INE8S- AUaUST 1 *84 




Investment adviier Richard SpofTY: foung eivtullvti r-ia -deferred mone ^ ihoutd 
go inlp high y^kSJng corpora fe b<pn<|» and an aggressive mijiual stotw fund. 



Sperry ways individual retirement *e> 
counts, Ktugh plans. 40](k)H and de- 
ferred profit sharing plans are a rela- 
tively painless way to invest, since 
much of the money would be going to 
taxes, anyway- These investment vehi- 
cles, in which your money grows tax- 
free unlit yrju take it out, are such a 
good deal that many adviser* recom- 
mend borrowing funds to put into 
them— deducting the interest for tax 
purposes, of course. 

Where should the younger execu- 
tive's tax-deferred plan money go? 
Say* Sperry: into high-yieldingr corpo 
rate bonds and an aggressive mutual 
stock fund. 

The corporate hond must pay a hi^h 
rate of interest to lure investors away 
from the safer and more liquid Treasury 
bond and the less liquid but t&x-fr4£ 
municipal bond. The special advantage 
of lit As 4ftd other tax -deferred plana is 
" liar Mi!-', \tiiikt- hi^ii-yielding corporate 
botids tax-free. Interest f>n the interest 
is altnwed to compound unmolested by 
thi: tax collector until you retire when 
you presumably are in a lower bracket 
At an untaxed rate of li jtercent, rnon#y 
double* in just six years. 

A second argument for corporate 
bonds: Inflation is running around 4 
percent Today's investment quality 
bond yields of 12 percent provide an 
inftLUion-adjuMted return of 8 percent- 
such bonds' highest rate nf real return 
since World War 1). Bond owners are 
being paid to own bond*, whereas dur- 
ing the l9TQg K thanks to mginK infla- 
tion , the return was negatm, 



Emerging growth stocks are an alter- 
native to corporate bonds. They can 
provide a greater return than medium- 
siaed grrnvrJi enmpanies— if you cs*n 
wail long enough. As mentioned l>efore. 
they also carry great risk, Huu't'ver, 
there us no need to take on more risk 
than necessary. 

Statistical atudie? *how tan was h. 
cut tiw risk without cutting the return 
is to buy at least Id different growth 
stocks, across industry lines, But pick- 
ing such stocks can be a tat of work. An 
easier alternative is. to buy shares in a 
mutual fund. fSee "Picking the Right 
Mutual Fund," pagt fifJJ 

The Invcstnicnt Company fiLstitute, 
in Washington, reports that 100 mutual 
funds specialize in emerging growth 
companies. Some specialise in ccrLain 
kinds of grnwth nuriiuLnn'K "nly FCath- 
isr than buy into a fund that invifstn 
solely in genetic engineering, s*y T you 
may want to spread the high risk with a 
fund that invests in a variety of fast* 
growth fields. A mutual fund's prospec- 
tus spells out its goal,* 

Once vou MAKE full ua* of tax-de- 
ft'rrtd plunis, if y&u manage to do 
so, you may want to get into other 
snick investments as wpll a* munldpd 
bonds and Treasuries. You alao may 
want to get into some mure speculative 
areas — tax shelters, perhaps, or op- 
tions. 

Tax shelters fall into the speculate* 
category because of their illiquid na^ 
ture, their coinpleJrity and their n k 
Uaniel Hnrks, a financial planmir and 
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member of the Houston law 
fjrm i»f Park*, Tradd, Mulder 
& Miller, eays no more than 
15 percent of any portfolio 
should go into shelters. 

A tax shelter avoids tuxes 
now and promise* ji capital 
u~ - 1 1 r . in the future i Your 
home is a tax shelter. You 
deduct the mortgage interest 
ami expect to sell ft for a 
long-term capital gain. Were 
you able to depreciate your 
house— which you are not — it 
would be an even better tax 
shelter. But thoae are the 
goals of a tax shelter: depre- 
ciation „ interest deductions 
and capital gains. Problems 
.start when inveatdn* try to 
make a tax shelter do the 
maximum in all three catego- 
ries* One example: 

Stretching between Philadelphia and 
points north and west are thousands of 
empty railroad hopper cars, slowly 
ru.^tnij: through the scu^ms M\\n\ 
were built for tax reason*, not beeauae 
of demand They may g\ui Lhe market 
for years, a waste Ui their owners. 

You can buy a tax shelter from 
vour stockbroker. There are many 
type*: the moM common are real estate, 
cable television, research and develop- 
ment, and computer leasing. Tax shel- 
ter salesmen are quick to explain Lhe 
tax benefits, but experts say you 
should concentrate on the business* as- 
pects before addressing the lax bene- 
fits 

**U the shelter is a garden apartcnenl 




Ted Oak fey prescribe* a portfolio made op of 
gf owlh sloe* municipal bonds and T*buta. 



Uuldmg in I J+nn-^r, get on the 
and find out for yourself if leaver am 
support another garden apartment 
building/' says Lyle HalL chairman of 
the Sovereign Croup, tax shelter sub- 
sidiarv of liiitcht-r & (.Wjpany, a Phila- 
delphia-headouartered brokerage firm. 

You should also have your lawyer 
and accountant go over the shelter, bat 
Lrxjieci to diiiil.|M- 1 -fitn.:k them According 
to Hall, many lawyers and accountants 
lack experience with i\ ■ ..i-iplesitica. 
Your expectations should be conserva- 
tive Ah a rule of thumb. Wall says, any 
shelter that allows a write-off of more 
than twice the cash investment is sus- 
pect. 

Nearly as complex a& tax shelters are 
stock options ana stock index options. A 



Staying Afloat If Your Business Sinks 



Your hu*ine*s ha* hevn doing bet- 
ter since recession days, but you 
wonder: How can f keep from going 
under myseif if th+» luJjvirn'v 
Uftder in some future recession? 

The time-tested road to take, if 
you have nut already done so, is in 
corporaiinrj, which separate* your 
business Liabilities from your person- 
al as^eTi-, 

But make sure you keep personal 
ii-^<t> ?eparu*c from corporate as 
iets.. Mingled checking accounts for 
instance, could entitle a creditor to 
go after your a&sttis. "piercing the 
corporate veiL" 

Joint ownership with your spouse 
can also prater J you fmm hn airier 
creditors But aisetn held in joint 
ownership outside marriage, in busv 



ne*s partnership for instance, can he 
attached. 

If yours is a dosely held company, 
hank hums and equipment leasing 
agrei.'meiilA are npt to require your 
spouse's personal guarantee a& well 
as you re. Whether vmj ure mm reu- 
nited nr not, [htmhulI \l\--*ai- .if Imth 
you and your spouse will then be 
attachable. Better consider liability 
i neurits ice 

Right* vary from state to itateu If 
yoit are from Tt-xm*. fur instance, old 
home«leudlng laws allow you to 
keep your home and cine acre,, und all 
the improvement* you can pour into 
Trint \V' eti.llut how much you 
owe, 

'Texas Is a wonderful alate to be 
in debt in," says a Houston lawyer. 



new class of financial asset, they lend 
themselves to a variety of strategies: to 
preserve a gain in stock priced, to in* 
crease current income ut no risk to jjnn* 
cipaL to multiply principal tenfold at 
grail risk. Options are remarkably ver- 
satile. Most investors know only their 
speculative, risky side, but that side is 
perhaps least tutted to executive port- 
folios. 

"Option* and other hedging tools 
seem to he the game of the L l+.m >s , " ' says 
Scott Ryan of Walsh, Greenwood, ft 
Hfw Ynrk Stock Exchange firm &pe 
ctalizing in institutional options trading. 
""Growth was the game of Lhe lfMBMh 
and market timing the game of the 
1910s, Now it's buy something and sell 
something else against it." 

Do hedging strategies make u^nse 
for the high-income executive? Not 
now , according to Ryan, but they might 
in the near future. 

The Tax Reform Act of 19&4 changed 
the tax treatment of options. Previous- 
ly, any option gain was taxed at onii 
nary rates; now, 60 percent will be 
treated as long-term gain and 40 per- 
cent as short-term gain 



Umm TOE M*W IttjK Ry*« *ay^ 
executives should still regard mu- 
nicipal bonds as the foundation of their 
portfoUoBp but now they can diversify 
their holdings with a stock index option- 
If stock prices a urge, as they did in 
August, 11*82, lui Index option would 
put the executive in the market in time 
to catch the rbe< and 60 percent of the 
appn'ciaiHUL would he treated as a Song- 
term capital gain. 

"The new law allows the executive to 
be far more active in the market," says 
Ryan, "and, in my opinion, shfjufd com- 
pletely change the way executive port* 
folios are mananged." 

The right attitude is as important to 
the optimum portfolio as the proper al- 
location of assets, [f you are a typical 
executive, you do not have the time of 
informal mn eo I>h a trader — in ^rji j day 
and out the next. Rather you must h'" 
an investor, with a minimum time hori* 
sran of three to five years — the length 
of a complete market cycle, from peak 
i" peak or trough to trough. If you 
not let your portfolio run, you will he 
swapping horses in rniflnr.n j sirii < n r. ■ 

buthiwi, 

A p-irtfi-li«» balanced acroJUl a variety 
of assets will serve you in a variety o* 
economic settings. Whether inflation, 
disinflation, robust economy or stah T 
economy* you will sleep nighta, 
portfolio will not make you rich quick* 
but it. will al least preserve your s* v * 
inga* purchasing power— in these day* 
no small achfewm Wil- 



li 
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THE NATION'S NEWSPAPERS 
ARE UP TO SOMETHING 

FISHY. 




A free press vs free competition 

The American Newspaper Publishers Association 
CANPA) Is conducting a concerted but clouded carn- 
pai&n aimed at changing third class postal rates and 
regulations Their real goal, however is to stamp out 
compel it Ion and regain a very profitable monopoly, 
it i hey succeed, il will prove costly !o two ot Ihe nation's 
target leas! vocal groups Consume* and Relallers 
-~specitlcally you and the merchants in your neighbor 
hood IT will unnecessarily raise prices by increasing 
c osts And. in Ihe process the U S PoslaE Service couJd 
tra crippled 

Here's ihe issue ANPA Is applying lis considerable 
financial strength and political clout to bamboozle the 
Public and bully the Poslal Rale Commission into 
doubJing (he cosl o! Ihird class mail and eliminating 
ci 0 del ached labels that make "shared mail" possible 
^ared mail is whai makes tl practical tor naiional 
advertisers and neighborhood merchants to deliver 
^noney -saving coupons and sales circular* to 8? million 
American Households by mailing several in a single 
Package, 

Jhmj call it ■ Jufik" 

Ironically, Che newspaper indusSry makes millions ot 
^ OJJ ari distributing JdenSlcal circulars, but they call 
'hem "funk" when retailers choose to moil them 
J }Jnk. indeed 1 More and more merchanls rely on 
shored mail precisely because they lind Li a valuable. 
^Gnomical alternative tc expensive newspaper 
advertising One reason is thai a shared mailing can 
r&ach up 10 08% of ihe households in ihe speciiic Zip 
^ode areas surrounding their stores, while less Ihcm 
^ 1 ol the nation s households even receive dally 



newspaper deliveries Far more efficient, far more 
effective— shared mailings are an Important way 
your neighborhood stores can conlrol their costs and 
your price* 

If* a flim-flam 

Since ANPA can't compete successlully on the lacts. It 
is clouding the Lssue claiming Ihese third class mailings 
are subsidized by first class postage Totes Sound 
reasonable'* U s tolal nonsense Shared mailings 
require tar less handling and transportation by the 
Posla! Service They are delivered completely pre- 
sorted in ihe exact sequence each letter carrier 
walks his or her roule In point ol iacl. sharsd mattings 
comprise rhe single most cost effective fastest- 
growing revenue source tor fhe US Postal Service 
Withoul it substantial rale increases across all classes 
of moil would be a virtual certainly 

The enure issue ts tike a red herring slutted with mis- 
knlormallon and wrapped in nonsense BuS it's not too 
laie lo tight back For more information abouf whai 
you can do, write us al ihe addtess below 
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Holiday Inn Crowne Plaza: 
Raising Service To An Art" 



You're invited to experience 
new standards in service in 
Seattle, San Francisco and Los 
Angeles. You're invited to 
experience Crowne Plaza*" 
holds. 

Every luxury, every amenity 
has been designed to please 
even the most discriminating 
guest: the finest cuisine, 
sophisticated lounge areas,, 
heauTitulfy-appninted rooms 
and exclusive Concierge Floors. 



The style. The staff. The 
attention to detail. Are all 
impressive^nd surprisingly 
affordable. 

Even our hotel lobbies 
display original works of art by 
such world- renowned artists 
as Roy Lichtenstein and Sam 
Franc is-symbofs of our com- 
mitment to superior service, 

Discover Holiday Inn 
Crowne Plaza Where Service 
Is Being Raised To An Art ." 11 Call 
SKI-HOLIDAY for reservations. 



*tolortul Wwfcr h* )UnH AppeL toor|«y Modem Manet TapettfHes. Inc. New Yw* 



HOLIDAY INN 

CROWNE 
PLAZA 

Raising Service To An Art:" 1 
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Loans That Save Troubled Companies 

More and more firms already deep in debt 
are turning to asset-based financing. 

By Roban I Goldman 



WllttN A COMPANY ItUlS into tTQU* 
bid banks and suppliers came 
ctamorinL' L"J" thuir muriey In the 
^uch a friaia usually meant filing off 
valuable assets to satisfy deb La or filing 
for protection under Chapter 11 of the 
federal bankruptcy code. Today, howev- 
er, :i growing number of companies are 
*l*ctfng to use asrtet-baacd financing. 

The ability to stay in business 
through alternative financing ran 
sometimes produce extraordinary re- 
Btilte, Although Ideal Toy posgea&ed the 
Marketing right* to Rubik's Cube, the 
company was on the verge «f bankrupt- 
cy. If it hrtd not been able to borrow 
against it< accounts re- 
ceivable and its inventory 
l" jji-i wirLin^ capHal, tin- 
,Y .'m]j?iny would not have 
**c«n around to enjuy the 
"wwrinif Hife* iLihd profits 
that this product general 
^d- Ideal was subsequent- 
ly flold to CBS for a very 
hmiiffinme aum. 

In asset-based finano 
Jt *8, loans are made on a 
*°mrttt! b;t>iis it^airLsi the 
Company's tangible aa- 
auch as* accounts re- 
livable, inventory,, plant 
^d uifuipmenL Lower in- 
fer<^ rnti ■:- ill. I jivaihiUil 
% of larger loans ore 
^unjr i| H . pnrirj]iril r^t 
for the emergence of 
financing mechanism. 
***H- baaed lenders in 
c *ude comnivrcini finance 
companies and the se- 
cu ^d I,. Tiding depart- 
^wiij. ,.f hanks, which in 
years ha vis signifi- 
^■Hly expanded their hc 

IJnieeured credit would 

^JhKftT | GoLOMAH t* 
^^np/ andchu>fmc> 
o/fcrr o/" Conprem 
rirtHHrmi Coriwrntioftt 
Til t Uttu\i-rtit nun r 
rfffi fi»ftrirt> mm pan p 
i w Atevr K«* CYty 

**TlON*H BURJ.NHSR- 



be preferable , of course. But troubled 
companies having difficulty meeting 
traditional bank loans usually need ad- 
ditional money to get back on their feet 
obtain the money, they must (if ten 
restructure their debl and offer a sul> 
stamiul amount of unencumbered as- 
sets as loan col Lateral. They must alio 
win the coojxrration of existing lenders, 
and |i« rfiH|i- major hiipplit-r*. 

The bank* mean while, it obligated by 
government reflation* to establish re- 
serves against a potential loss on unse- 
cured bans. To get out of the loan, or 
at least reduce its size, the bank usually 
encourage* borrower* to sell off assets 




and apply the proceeds to the loan. If 
this is not feasible, it generally necks Id 
collateralize the unsecured loan under a 
new agreement with covenants that 
may establish net worth and working 
capital minimum*, plus leatridkua on 
capital expenditures, salaries and pay- 
ment of dividends. 

Both THOSE approaches, designed 
with only the hunk in mind, witl 
probably leave the company worse off 
than before. Bui suppose a new lender 
steps in with fresh funds, secured by 
the same type of collateral the hank 
wants In use to satisfy its present loan? 

This iaset-bcured financ- 
ing has saved many enm- 
panics that otherwise 
would have been forced 
out of business, because it 
can often generate 
enough fundi* for both tra- 
ditional loan payments 
and added working capi- 
tal. Moat creditor* will lis- 
ten to any now financing 
plan that enhances their 
chances for repayment 
and spares them liquida- 
tions, which generally in^ 
volve large write-offs. 
And if the company's 
p nib turn a are eventually 
resolved „ their ioofwrativo 
iniiSude couW help them 
regain a valued customer 
The troubled company 
therefore has a certain de- 
gree of bargaining power, 
When a lighting fix- 
lures manufacturer began 
lotunjr money and its loan 
became classified, the 
bank shifted Uh> account 
to its own secured- Lending 
department Despite pew 
management and u realis- 
tic restructuring plan, J he 
company did not have 
enough collateral to sup- 

A li?v#rftg*d buyout lei * 
1**1 He machinery flrm 
fftum to profitablllly. 

49 



SPECIAL REPORT 



port the bank loan* and ulsa provide 
trp^t-ntisij working capital Owners of 
the company c^nw up witli personal 
funds* primarily obtained through sec- 
ond mortgage* on their tottm, to sup- 
port a higher level of credit. The bank 
matched these funds, and the added 
working capital bought time far a turn- 
around. 

IT IS NOT UNUSUAL for one a^et- based 
lender to step in where another 
want* out Often, Fndependent commer- 
cial finance companies, who^e ?itn<;k -in- 
trade m trouble, are more venturesome 
ami fU-xiUi - .h-iu *.hv secured- lending 
arm of a bank. Generally, b company 
that looks around should be able in find 
a replacement for a reluctant lender, 

Even when the financial problem En 
relatively mild, the bank may want to 
get out of its ban because it ha* lost 
fuiih in the company s performance. 
Another lender can then step in to re* 
place the hank, dollar for dollar if there 
id sufficient collateral. If additional 
funds are needed, the new lender can 
devise a broader or more creative pack- 
ape of aaaeta to provide adequate cash 
flow. 

Spiling the company may be snevita- 
hie, however, A new lender could speed 
the process by financing a leveraged 
buyout, in which the buyer finances the 
purchase largely by borrowing against 

A dramatic example of a leveraged 
buyout that turned into a turnaround is 
the Whitin Roberts Company of Char- 
lotte, arte of the country's oldest manu- 
facturers of textile machinery, 

When a downturn hit the textile in- 
dustry in 1981 B Whitin Roberta suffered 
significant lossea for two successive 
years. An investor who owned a small 



textile machinery plant in New Hamp- 
shire offered to buy the operation from 
the parent company, White Consolidate 
ed Industries. The purchase price was 
met by arranging a *4 million ban on 
the accounts receivable, inventory cind 
equipment of Whitin Roberts, plus 
loans against its real estate- 



Sorrowing against Inventory helped 
Ideal Toy prom Irom Rubaks Cube. 

The arrangement enabled the new 
owner to reorganize operations, reduce 
overhead and revive product develop* 
ment. Within a year Wis it in HnherLy 
achieved a 20 percent sated increase and 
was once again operating profitably. 

Given severe financial problems^ a 
new lender may persuade the bank to 
take a inordinate position on its I nan 
in exchange fur a partial cash pay mi -in 
and the proa peel of a better opportuni- 
ty for full payment in the future. 

An industrial products manufacturer 
in the Midwest was losing a substantial 
amuunt of and ris gm-ii'Curt'd 

iiank and insurance company lenders 
realized they would not ^nrm he n^wivl 
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An asset-based lending group came in. 
and an extended plan of repuy ^ ii! wa* 
set up. Assets pledged to the new ten* 
ere provided enough money to immedi- 
ately pay ciff about a third of the last- 
ing Loans, plun additional line* of credit 
to let the company take advantage of 
improved business conditions. 

The aim of the troubled ounpaiL)', »f 
course, is to avoid Chapter 11 orocWNjfc 
toga* which involve large legal e%- 
penaeflp not Id mention all the other ad j 
verse consequence?. But asset-based 
financing is also a complex undertak- 
ing. A new lender should be experi- 
enced and skillful in structuring and 
negotiating. The company may wish to 
retain a consultant who special E^es in 
turnaround financing to develop 
strategy, 

GOOD COLLATERAL doec QOl tttbfflfl 
itrallv L|UJilifv a Lruubtud fir! it fai 
turnaround financing. Secured lendei 
have to lw satisfied that they are entei 
inic a viable situation, They base their 
decisions on a number uf cunsider- 
ations: 

« A complete and candid explanation 
by management of the company's prob- 
lems and why the difficulties, arose* 

• A plan l>ir recovery ih»t ii thin 

all the company's problems. This ueutil- 
ly mean* projecting cash flow, cutting 
overhead, reducing inventory and fore> 
casting salea based on a somewhat 
changed mix of products or services. 

• Possibly, addition I equity from 
sln.-kii^li^Th or supplementary financ- 
ing from taop managers. Sometimes tin* 
is i li. "i ■ t - s_-:ar> hi aHiiuYi- eoiiii^h i-'ash 
flow; in other cases it functions a* ■ 
show of confidence by the individual 
who have the most to gain. 

• An appraisal (\\ ihe ci>rripaiiy'f 
management ability, A company a fr 
naneia] troubles raise questions ab^kUt 
it£ managers. If nuina^^uii-nt. appeflfi 
to be incoTTipetent, no KeaiOOid 

wQl go forw r ard with a plan for 
around financing, however much coluit- 
urnl exists 

With thf right ingredients, tuns - 
around fniuncmg k l> vwryunv gain. f L 
can relieve immediate pressure un both 
the company and its creditors, 

Tbu cifcinpuriv gi-Lr lih- Mnir, flr\ibilj- 
ty und availability of huid> i>:t|iiin-'l ■" 
pilot itself hack ta health. Creditors are 
given a better rhance at full repi^f* 
meat, and if the turnaround program 
Buccgfiftfutp banks can resume th*?ir noi^ 
niul financial relatmnshipH with a revr 
talized customer that once again qt"*lr 
Stl for unsecured borrowing* 
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Helping Cast-Off Managers 



By Harry David 



Pfmm YANKEES OWN EH George 
8toinhr?nner has been through is 
»d Often with hi* ini-ugidn, -iff-uKum 
manager, Billy Martin, that he has El 
■lowr* pal. Bui f<ir LJie typical executive, 
having to tell an employe "You're 
fired" is a traumatic experience. His 
hands perspire, his heart pounds, and 
he con not look hut employ* in the eye* 

To bihv ifi j ' i ri.Li.muL — Uuli viimts ;uhs 
yaur employe's— ymj run turn lu nr. 
fcutplacement firm. For a fee the firm's 
enured una will ad viae you and, later, 
your emmploye. 
-l Qur people role-play with 
manager before he terrni- 
Jfttes someone/' says John 
MteCormick, an executive 
*ith the outplacement firm 
of Drake B*am Morin, head- 
quartered En New Yurk. 
"Sometimes they also negoti- 
ate the employe' it termina- 
Priori perks/' 

This firintf-macle-ea&y 
nielhcid has been around for 
15 years or so. The outplace- 
ment industry grouse* $30 
JUHqo to million annual- 
ly for counseling aorne 5,000 
«> 10,000 cut-off employes 
thefcr bosses- 
Outplaced distinguish 
themselves from the career 
^Hiselinc firms whost- t^k-ntr .uv tln.- 
Job hunters themselves rather than the 
^a^ra who fired them. Outplace- 
ment firms are usually paid by corpo- 
J^Le and other organisational clients. 
For their services they generally 
^harRe 15 percent of the fired pernors 
^nuaj salary, pha $300 to SI. 000 to 
^Ovide desk a paw, mailings, a tele- 
phone and stationery, usually for six 
Months, 

"We teach the executive to fire quick- 
9 *nd cleanly/ 1 §m Henry Web\ to- 
Jj 11 *** psychologist of Drake Beam 
j™rto. Instead of leading up grrmduaJly 
& I he unpleasant matter at hand 
J How 1* your family? How is Jack do- 
2* at college? r K the executive is ad- 
v,!t|t d 14> court! to the point tit once. 

Aft«r the executive ha* spent two or 
wipe minutes delivering the turminu- 
^ talk, he can take hi* employe to the 
ext room, where an outplacement 
^JJft&elor is waiting. The executive's 
laned no lunger than a walk to 
w«t*r cooler. 

JJahrv Davtd is ktad of MB, A$&> 

t'onxuttmgfSTltL 
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"Behind the closed door, men cry on 
my shoulder at such a moment/ re> 
purLH Robert A Finnic, n pririHpHl part- 
ner of tht» outplacement firm of Right 
Associates, headquartered in Philadel- 
phia, 

"And sometimes I then have to help 
them pack up their things/" 

Finnic lead* the fired employe out of 
Lhe office and into a three-* lage ap- 
proach to Job finding. During the first 
stage the candidate learns how to put 
his best foot forward in interview*; in 
the second be focuses on the most real- 




Bosses, tike umpires, have felt Billy Martin's: not temper 
For most basse i, \t nol Martin a II ring is iraumaiic 



istie options: in the third he weighs of- 
fers and makes a decision "based on 
objective ^11?™-" 

Outplacement firms do not invariably 
offer full-service joh counsel]!;]?. K-.ir 
example. Thomas Hubbard, chairman 
iDd chief executive officer of New 
York-based Thine, saya that he pro- 
vides space only for interviews with the 
counselor. "At ail other times the indi- 
vidual works on bin own/' he aays, "We 
do not feet that we must (five him an 
umbilical cord. If he uki, 'What did 
you do for me today?' the answer ti 
'Nothing/ A good consultant must Ih? 
empathetic« not sympathetic" 

| ANT OWTFLACBItM Iwlievc m provide 
me; only grimly utilitarian space 
urmnjfemente: In tome office* two or 
three job hunters crowd into a cubicle, 
and tho^e helped by Finnie"? firm work 
nut of a small basement room. "Auster- 
ity/' says one counselor, "encourage* 
candidates to get out and hurtle." 

But life in outplacement land can also 
be near- idyllic. The headquarters of Le- 
Hane Consul Uinta, Ine„ tn Leesburx, 
Va M is the Glenfiddish House, i 144- 
year-ofd home furnislied with antique* 



where cliente can forget the rough 
world outside, 

Sonw executiven don't need outplace- 
ment firms to sntlve the corporate con* 
science, Clifton Ehrlich P senior vice 
presidi-nt for human resources of Mar- 
riott Garpmntjon, the l^OOO^mploye 
restaurant and hotel chaiOr uses out- 
placement "from time to time, cautious- 
ly/' More often, he uses in-house ex- 
perts tti help those whom the corpora- 
tion must fire. 

On the other hand, John Phillippt, a 
vice president of G.K. Youne; & Asso- 

ciates, an enginMring con- 

•Biting firm headquartered 
in Springjield^ Va., is an out> 
placement booster. "In hu- 
man terms, what we spend is 
worth it to nip" he aaya, 

Morgan Stanley, the New 
York mv-Estment firm, use* 
outplacement * 1 selectively 
and primarily for nenior peo- 
ple/' says Homer Clock, the 
company'* human resources 
counnet. "We want to be of 
help to them and save them 
from the worst of the shock/' 
Other companies, howfttif * 
use outplacement across Lhi 
busirri, Three yeare a[?o in- 
duHtry conditions forct^d Min* 
neapolis-based Midwest Fed* 
eral Savings & Loan Association to let 
26 percent of ite employe* go. Say» 
Robert J Zeller, senior vice president 
of operations, "Manv of them, from of- 
f icers through middle management to 
Kuupnrt peraonnel. had never faced un- 
employment We felt that outplacement 
would bi? of help," 

ff you use that managerial tool, se- 
lect and use it wisely, 

• Offer it to those who want and 
need it. Use your judgment Some peo- 
ple are highly murky table and prefer to 
go iL on their own. 

■ Speak to the counselors who will 
work with your est-employei. You 
should know to whom you entrust their 
future, 

• Ask what approaches the firm use* 
and how long it will provide counseling 
and office space. 

■ Require that the counselor* report 
to you periodically* 

Of course if you hire your employ e§ 
carefully, train them thoroughly and 
motivate them to ever-gfrcater heights 
of productivity and loyalty, you will 
prdhnhh 1 never iKwd an outplacement 
firm, because you will never have to 
fire any one. □ 

Eil 



C fuses en buswesb today are as in* 
evitaMe as death and Laxefl. Every 
^urnpatiy — ■ large or small, public w pri- 
vate — mm the risk rrf ^n^nijric-?rin^ 
ftome situation that, if mishandled^ can 
cause ltttj parable damage. This damage 
can include a severe awing in the pub- 
lic's* attitude toward the company , law- 
suits, strike* or eren bankruptcy. 

But if forward-thinking; people can 
plan ahead for death and taxes, a for* 
ward-thinking ch«f executive officer 
am plan ahead for the next business 
crisis. One reason many GEO& do not is 
that they suffer from the "it can t hap- 
pen here'" syndrome. 

But disasters. labor strife and crft> 
cal, product- related problems demon- 
sLnlte all too forcefully that a crista Can 
occur with little or no widrninjc-— any- 
where* anytime. 

Another reason for many oomptTiW 
inaction is that senior manager; are apt 
to experience an often fatal case of 
"analysis paralyse/ 1 By the time the; 
have acknowledged that they do have a 
crisis and havecornpliix fc d thtur analyst 
of it* their company is already para- 
lysed by if* effects, 

The third and perhaps most easily 
corrected reason ts that many eomua* 
rim r imply do not recognize the warn- 
ing aijrns of an im pending crisis — or the 
cra& itself, when it arrives. They can- 
not manage a crisis because they do not 
know what one is. 

From a practical, bufiineflft-oriented 
point of view, a crisis is any unfavor- 
able situation that entail* the rak that 
it will: 

* Escalate in intensity. 

* Bring thr firm under close media 
or governmental scrutiny. 

* Interfere with normal operational 

■ Jeopardise the positive pub fir im- 
age enjoyed by a company or ite CEO. 

* Damage a company's bottom line 
in any way. 

A well-organised and comprehensive 
crisis, management plan k essential to 
be able to control and manage a crois. 
Such n plan is a blueprint for hand] in p; 
the mechanics of a crisis. The plan 
should be assembled when the company 
is operating smoothly h This ia the same 
advice accountants give about lax plan 
nifitf and lawyers give about wills: Do 
not wait until it is too late. 

It is important to re&Hze that if you 
are not now in a trisis, you are instead 
in a pre-erisis .situation and should 
make immediate preparations for the 
crisis that loom;- mi she iM-riivm 

There are two type* of crises: those 

BtVtitH RMl is president of Lencon 
Communications Carp, of Los Anyr- 
lex. a public relation* firm that court* 
wel$ clients on rrixix management and 
atmd&HCA 

mm 




Some criws^-a pJani doling, iay— can be anticipated. Others, like tois 
accident, cannot. But both Kinds, of crtaii can be conlrotled and managed, 



Coping With Crises 

Labor strike, natural disaster— some 
kind of crisis is inevitable in 
business. But you can be ready for it. 



By Steven Fink 



that are anticipated (plant clonings, 
massive layoffs and union strikes \ and 
those that are unanticipated f nuclear 
power plant accidents, chemical plant 
explosions, and terrorist hoetage-tak- 
intra}. Through prnpf.'r -ri- is manage- 
ment planning, both type* can he con- 
trolled and managed by Following three 

• Identify the crisis — quickly* 

• Isolate the crisis — quickly. 

• Deal with the crisis — quickly. 
Sometimes an anticipated crUa can 



be averted very simply— for examf 
hy including a sentence or two in a per- 
sonnel pulley manual. Take this 
lence: "Any employe accused of wrantf • 
ihnsifcr wiH •aj.^-nded immediately 
without pay, pending an i .m? estimation- 
If found guilty, the empl".v< " ill 1,1 r 
minuted. Jf exonerated, the employe 
will be reinstated with back pay." 

A statement like that should be tn 
every company's* — especially every pu pn 
lie company's — employe nianunt 

On* all- too-common crisis occur* 
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that it i£ dosing Lhe plant? And w hut if 
it *iimiltant'ipu*]y announces that it in 
upending SI million lo help displaced 
worker* find other employment* kelp 
with jub retraining pro£rerrui P offer 
family counseling and so on? The $1 
million that it upends is. of course, the 
last of the fti million it would have 
s|M'Eit i.-ii w^^, bni ir. kfjii tin- s'liinL 
open the full six mnnths. 

While the foregoing example is not 
neeesaarily recommended Ha & univer- 
sal course of acLiun, si illustrates the 
importance of viewing a situation 
broadly before it becomes a crista ud 
of identifying it as a potential crisis, tt 
also illustrate* bow such a potential cri- 



Tho crlgi* spawned by The Tylenol poisonings tn Chicago moanl that th* 
^nuficturcr had to be ready lo assure the public Ihil fl would be protected. 



*hen a com | winy announces that it is 
erasing a plant ar a division fur econom 
it reasons. Unions protest, Workers 
Packet, lawsuit* ensue and the news me- 
flt make the company took [ike a 

I-IITI 

The company did nut miike thai luud 
JtetiaioH on the day it announced it 
F^aHy, it had to have seen the focal 
nsLTLd writing on the wall for aome tin. 

W HAT, THEN, COULD THE company 
have done Lo minimise repercuH- 
t£? B ^ avm A crisis— and still dnse 
hl - nliiiii'.' A;- mm- thr fultuw iritf: 

* The parent company knows six 
J^Rtfaa in wfvmnee that the plant will 
have to go. 

rhere ia a |) million per month 
i'^> roll m that pkmL The company haa, 
tnercfo ri!i allocated 96 million more m 
Kvrol] expenses. 

* The company plans to make the an- 
ouncemrnt of the rlosinp one month 
n »r to ius taking place— five full 

"wiLhs after the decision was made. 
Bl *t what if the company announce* 
months in advance, instead of one, 
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-L:- rk.ii i -riily run In- av»-rtp'd I ■ i j r uirned 
into a ptua for a company's image. 

l^olating the unanticipated crisis is of 
paramount importance, especially when 
live* are at atake. The CEO, OW* the 
crisis is identified, must turn over ad- 
nuni&trativc duties to others and focus 
on tht* crisis eniy- 

Hav inK iik-riiaf h.hI and isolated the cri- 
sis, the company is now free to deal 
with it unfettered. And this is where 
the importance of a crisis management 
plan comes in. Some companies, partic- 
ularly those subject to volatile siiua- 
tiens, turn t« outside consulting firms 
for help in putting together a crista 
management plan. 

A ens Is management plan ran never 
leU a company how to deal with the 
specific context of a crisis. That would 
be fortune>telliiig. But. well in advance 
of a crisis, the plan details who will be 
on the various criais management 
teams (there may be more than tint, 
depending on the nature of the crista). 
1 1 iil?w> dictates who will speak for the 
company on any given tame* 

Many companies have run into diffi- 



culties in the pa&t by assuming that Lhe 
CEO should be the spokesman in any 
situation, crisis or otherwise, Hut Lhe 
CEO may be the worst possible spates* 
man if a crista, is of a technical nature 
and his understanding of the technical 
aspects is weak. 

T HIS HYATT HOTEL deimater in Kansas 
City , where the skyway col lapsed 
and killed 114 people, required ;i 
spokesman who had knowledge of 
structural engineering. The Thrw Mite 
Island accident required a spokesman 
who not only had a firm gn&tip of the 
operations of a nuclear power plant hut 
ct'ulri diheuf* them in layman 'a terms. 

But the Tylenol poisonings did not 
require a spokesman to explain how the 
capsules were manufactured. H re- 
quired executives who communicated to 
the public thai Johnson ft Johnson Was 
a caring company that would do what- 
ever it couW to ease the public's fears. 

Identifying spokesmen ahead of time 
Lh only one example of how u crisis man- 
agement plan can be used effectively. 
Surh a plan allows the company to act 
quickly because all the gueaawork has 
been removed from the mechanics of 
handling the crisis. 

A well- thought-out crisis manage- 
ment plan will also tell a company such 
things as: 

• How its pubhf reliiliniv* deparl- 
ment should communicate a controlled 
assessnjt'rjt of the crisis lo the world, 

• Who in a crisis must be notified 
and by whom. 

• Which governmental agenctea 
should be alerted and who will do that. 

• What the switchboard operators 
will lei! the public and the news media 
when they call. 

• How to use a national 800 (to II - free i 
telephone number as a rumor control 
li'ir.limr lY-. i thm'i ha%'4« an W(KP num- 
ber? Do you know how long it can take 
|q hate one hooked up7 Order one to- 
day and have it installed as soon a* 
possible. You don't have to use it just 
fun it available at a moment's notice 
when you drr need \L) 

• Who will operate lhe rumor control 
hotline and whether they should be psy- 
dtota£ical)y stre&s-tested to measure 
their ability to deal with a constant 
flood of anxiety-ridden and abusive 
strangers on the telephone. 

• Him hmvr- .otil ri-.nl k-, m| employes 
should be trained to spot a potential 
Crisis and how ihey should transmit this 
information to senior management. 

Even though ynw crista may rmt 
command major attention from the me- 
dia, your business is important to you. 
and you ahouhl do whatever you can do 
ti> protect it Just becaim a bmlnaw 
rnsia ia as inevitable t» death and tax- 
es, you need not HUccumh to it 

Ml 



The Promise of Automation 

II brings savings in labor costs, but the big gains 
are in quality and Inventory control. 




CdffitKJitr^aShai#d d*§Jfln I* important m 
automated mflrkiToetLtfUio. This diaptay 
dapktta a robot arm vahrs Jnsartor 
ror a General Eleclrte plant in Ttay, Mich. 

Laser* serve many functions in Iaclgr1«a, 
Trey are often uaad aa cutting devices, 
but tula AID &00 Jasar made by AulomaUx 
In aiJierlca, Masa,. is being leated 
before nhipnrenl for use In welding 

PICTURE A FACTQttY <rf the futum 
Hundred* of robots a warm across 
the factory floor, huttily performing all 
Che ta&ks needed to manufacture arid* 
jj-he^ Nuvth. n' «n the vast plant i» si 
human bem£ to be found. But at a con- 
trol panel hundreds of mites away, a 
sole human technician monitors the per- 
formance of this plant and a dozen oth- 
■T- like it 

r'r.ir «™ people, r iii^ linage of Che 
future might be a dream; for othere, n 
nightmare Regardless, the people who 
nre bringing automation to manufac- 
turing processes say it is unlikely ever 
to come true. 

Ah .i mailer <.■£ fiict, the tfreiil advan- 
tage of automated manufacturing to 
not even reduced personnel enstx, ac- 
•■ .'■ !.! l" !■• ":■ ■ 'igincers and rnanufac 
turing executives who have brought 
high technology to plants around tht- 
country. Typically, labor accounts di- 
rectly for only about 10 percent of man- 
u factoring coats, even in nonautomated 
plants, exphinj; Robert B. Engine, who 
heuda General Electric Company** pro* 
duction management 

For all the talk of robots' displacing 
blue-col tar workers, robotics represents 
only a minor portion of automation, Er- 
sktne says GE haw, at most* 2,000 ro- 
bot*, compared with a manufacturing 
work force of 350,000, 'The robots per- 
form a vital function" hy freeing work- 
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m from potentially dangerous or mind- 
numbing tagka. he aaya, but "the idea 
of InLs of lit.ite robots running ckrourj«l is 
absurd." 

If peraonnt'l easts art not a major 
factor what are the benefits to compa- 
nies climbing aboard the automation 
bandwagon? 

Short-term payback i* one conaider- 
iu»un. • f r-iurse, but most companies 
are thinking of long-term gains. Say* 
Charles Dunchean. vice president for 
marketing at Denver-based Fared Ro- 
t"H>T_=: Sv.-ili'iTr. fi three^y ear-old firm, that 
designs and ms tails automated factory 
lines; 'The hifrgflat payback, so far r is 
quality consistency and capacity ponsis* 
tenCT." 

'"Quality is much more important" 
than personnel saving, LiK's Firs kin* 
agrees, "as is the inventory reduction 
and flexibility" made possible by prect 
sion equipment that can adjust u plant's 
production rupidlj in nmtch even minor 
changes m the marketplace. 

With tin- ad vantages that automation 
offers, why aren't all companies updat- 
ing their manufacturing techniques? 

WHEN THE National Kk-clricciJ Man- 
ufacturers Association surveyed 
senior managers at ita member firms 
earlier this year, Ti percent of the com- 
panies responding said the biggest ob- 
stacle to Automation was not hostility 



to u but rather lock of knowledge 
among design and engineering ataf f»> 
The second highest difficulty was lack 
■ if appropriate an ft ware — for program- 
ing, for communication among sophisti- 
cated machines, for computer support. 

Another recent study, this one 0* 
middle management engineers by the 
Institute of Industrial Engineers, dm* 
a teaa rosy picture of the acceptance of 
:LUtoni:itiniL. Mark- ih;m half of the in- 
dustrial engineers who responded tden- 
Lifted major people-related obstacles to 
improved prmlueiiviiv 1 hn hi j^rSi autom;e 
Llon. They included failure by manage- 
ment to understand how improvement 
can he achieved, as well an insufficient 
staff to direct changes aimed at im- 
proved productivity and to measure th* 
results. Tin- rnglneers also cited the in- 
ability of fnhor anii management t* 1 
work toward common productivity 
goals. 

Nearly half the industrial engineeT* 
predict that another country— mn^J 
likely Japan— will Minnas the Uoi^ 
States in productivity in 10 yLrLtr*. 
t fin n percent ex peer the United 
States to remain the most produrft** 
industrial ttation for smother 10 years. 

Tniiniaig engir»t-jr^ op^nirur!* 
dttfgn arid maintain high tt*chnok^> r 
equipment i«, nearly all manufacturer^ 
say, a great challen^. 

More and rrmrr of Uir burden 
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fcfcking worker* will have to be as- 
sumed by industry, say* Horner J. Hag- 
^ftrn^ who specialises in organisation 
j»id luiman iT-ujurm-. is^j^k fur Arthur 
Ltuk- P Inc., the Cambridge Ma*u- 
"Ascrf eunmiltintf firm. 

Because automation Lh id continuing 
Pfoceas* with frequent improvements in 
technology, Hagedorn stays, companiei 
inat automate must constantly trails 
art^ rt'Lnim workers 

'There Aren't any icchoola that know 
to provide tVint kind of trail ling, 
*• aayn e adding that there in no reason 
* "*|K*ct the federal government to 
igto&d large auma on such training. In- 
QmAvad companies will thus be left 
the training burden. 

L| ^i!-:i.ioitN ftuspicrs that nearly ev 
. l *** nianuftwcuring" company wflJ 
njJ utt n KtibntantiuL financial commit 

"^nl ti> irtunmg frir?n !-.<. : 

he says, will be run in-houae, 
_ u t other* will be run by equipment 
^nu facta rare and supplier*— who 
^ a > find training a lucrative jwrvicc— 
r mi by fi^yj apecializin^ in training, 
decision to automate is reldom 
by the manufacturing executive* 
ilJ the mtfl f<nr automation, most 
J52y Btewii of the cost* of au lu- 
xation— . not only fur eqmjjriK'n? but 

H for cue of manufacture — the «x- 



ecutivea who make Corporate strategy 
must be involved, 

"That's one of the serious internal 
probleflni," aaya the National Electrical 
Manufacturers Association's manager 
of automated system* F William C, RoS- 
hmd. ""We've got to train senior aerourh 
tantB and the tnp people to understand" 
that i»3spe naive equipment for automa- 
tion ean be upgraded in the future, fur 
re use in even more <riphiriTiaiU-rl sys- 
tem a The flexibility that automation 
provides, Holland says, can make a 
three-year payback period cost-efficient 
in Industrie that have traditionally ex- 
pected a one-year payback 

The principal tax benefit from auu> 
Utttitoa in thif investment tax credit, with 
an effective rate of B percent, and dtfprt* 
ciation over five year*. Additionally, 
nearly all *tatea have depreciation allow- 
ance* for business equipment 

A number of companies in electronics 
and other industries have moved pro- 
duction to Asia, drawn by low labor 
coats. But tromy firms are now looking 
at automation as an alternative la oft 
shore manufacturing . 

Priam Corporation „ of San Jftae* 
Calif., a maker of dink drives for com- 
puters „ has deckled iUtQvnation Is the 
answer. The three-y ear-old company 
produces a fuJI brie >>f Winchester disk 
drives that it sells to computer manu- 
facturers for $2,000 to 43,000 per unit. 



Priam Corporation in San Jose, Calll., 
automated lo keep kta plant near ha 
fteaeiqij art era staff. Heads for th# 
company' 5 Wincfrp&ier dktk driven are 
assembled in a clean room. 



Priam generated $$&A million in 

year and bad to decide how Ln ex- 
pand it* production facilities. 

It considered moving its factory to 
Asia, but because product Hfe cycles 
are abort and getting shorter, Priam 
wanted to keep the plant near its enjg^ 
ncering and pr^production fltaffc, no 
information ci>ufd be shared more easi- 
ly. That meant keeping the plant in the 
SJiicon Valley area, near company head- 
Liiiarters, even though labor was expen- 
sive and rather scarce, 

The so urn on was to take the com- 
pany public in June, 1983,, "and we 
currently have about $46 mil linn on the 
balance sheet/' President William J. 
Schroeder says. With that liquidity, the 
company cnuid build a 110 million. 
142,0tl0^9qua»-foot plant near its head- 
quarter*, 

Became of market conditions, 
Schroeder aaya, the company ha* pro- 
duc^l only tn BOO disk drive* a day 
since moving into the new In n t early 
this year, despite a pj^jecterf capacity 
of 1,200 a day. Priaxti is. however,, re- 
ducing the time formerly required to 
make a ISJOOO diak drive. 

The proCHw of making Priam a fully 
automated manufacturer i* a long way 
from c«mptetion r It m sevenl ymr* and 
jwrhapft another tl(J million uv.u\. wit h 
automated work stations arid an infor- 
mation management system yet t« be 
added. 

Schroeder aay* th*» idea \* to position 
the company for a future in which what 
he ealta "glorified garage ahopa," m Sil- 
icon Valley and elaewbere in the United 
States, will compete a^ainftt highly 
automated Japanese firm*. 

Jn Priam's indunu% UA mafiufac- 
turerH at the low L-nd of the disk-drive 
bwtLne&s are "beating" a path ovt*rseaa ff 
to Singapore, Hong Rung and Puerto 
Kico, Schrwdftr aaya. But hia direct 
competitort— thoae making more es- 
p**fi.Hive driven— are automating to keep 
production near their engine* re And 
their customer? 

Inventing ^10 milliun "may be 
nuta to General Mol4>ra.° Schroeder 
aay*, "but it's an awfully nip number 
far Priam/' That biff number he s*ys. 
b an inveetmenl he expects will pay off 
in improved ability to compete with Jap- 
anese companiea, 

And, multiplied many times aa other 
companies automat* their plant*, thoae 
dollars could pay off hanctaomefy in 
much stronger arid more competitive 
American induairy. □ 

U 



TO YOUR HEALTH 



Eating To Prepare for Stress 

In a pressure cooker on the job? Diet can help. 



|F YOU ARE under pressure at wofk t 
I you should pay particular attention 
to whsLt you eat. Sri enlists have he#un 
to investigate the connection between 
stress and your nutritional well-being* 
The early evidence suggests that entui^ 
right can help minimize some of the 
undue effects of stress on your body. 

L'ntil now, most research on nutrition 
and stress has concentrated on stress 
w i Lh | «h y * i cii I u ri gins — i n ju r> . 
bums, infections, surgery— 
rather than psydiological and 
emotional *Lre*-; As with uther 
forma of stress, however, psy- 
choktgicaj stress burger* hor- 
monal and metabolic response* 
in your body, 

In regard to nutrition, we 
know Lhat psychological straw 
affect* cakium, which play* on 
important role in the mainte- 
nance of Strang bones and 
teeth, and in many other func- 
tions, tt appears* that aired* de> 
creates ttie amount of cakuim 
that ia absorbed during diges- 
tion, and it adfio may increase 
the amount that is rxereted by 
the body, 

Fur women, calcium ia espe- 
cially important, since about 25 
percent of American women ex- 
perience problem* with osteopo- 
rosts (brittle bones) after meno- 
fU4u.se. Many women do not get 
enough calcium in their dieta 
even when atreaa ia not a factor; 
perhaps because of weight-con- 
sciousnes-s, they avoid dairy 
pn>ductP T the beat sown? of cal- 
cium, Fur bu&hieaa women who 
are under atreae, getting 
enough calcium lh doubly important, be- 
cause part or what they do take in » 
probably not being used by the body. 

Increased excretion of ntber miner- 
als— potassium, zinc, copper magis** 
sium— ha* afro been reported as a re- 
spouse to psychological stress. All 
thw mineral* are vital to your health' 
Potassium is essential for maintaining 
proper fluid balance in your body and 
fur muscle and nerve activity; zinc,, fur 
many enzymatic reactions and for 

PHTXWS M* Bawueh, o registered di- 
* iititt% tea public health prufis$wnnf 
tiFid nutrition consultant in the 
WoJthinffton urea. 
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By Phyllis M. Barrier 

growth; copper, for the production of 
red blood cells; magnesium, for the syn* 
ih^ji> of jiT^rt-ii \uv\ for I "i i ■- fund kill- 
ing of muscles and nerves. 

Fortunately, these vital minerals are 
present in a wide Variety of foods — 
potassium in fruits, vegetables, whole 
grainy f'rah and poultry; r.hur in meats, 
feu food Ltriil egj^si copper in seafood, 
liver, frutta, vegetableB, nuts, iweds and 




A welRjalanc*d diet, made up of ADurifthing toed* 
from all ihe basic groups, can protect the body 
from fhe damaging afltcta al emotional tlrtu 



dried beans; and magnesium in grttn 
vegetable*, whole groin* r nuts, seeds 
and legumea. 

You MAY nkkp itfttathl vitamin C 
if you are under stress, although 
tte haw not yet been proven. We do 
know thai snmke-r* umJ wnm^n lukintf 
birth control pUta need extra vitamin C 
If you fail into either of these catego- 
ries and are also under sLreaa, you 
should be sure to include vitamin C In 
your diet every day. The most eorjve- 
nient source is a glass of orange or 
tomato juice, Other sources are ettraj 
fruits, slru wherries > cauliflower, broc- 
n>lj, tomatoes arid green [lepju're- 



tlmotionul stress also may interfei 
with the digestion of fat ff you fmi 
jtOH have heartburn or other digestive 
discomforts after eating a high- fat 
meal, try reducing y»3ur fat intake. 

Though stress appears to affect your 
body's need for r^rtLun vitamins he id 
minerals, this does not moan that pop- 
ping a vitumin pill — even if it is adv.'sr 
tifled for Htn J ^^s—^^ the answer. 

So what cun you do to protect 
yourself againut tlie lonff-term 
effects of stress? 

Kirs in you should consume a 
wdl-b&Uih.v-H Airt that includes 
foods from all the basic groups 
only in thus way tan you be sure 
to get the more than 40 nutrt- 
enta that have been identified a? 
essential to good health, includ- 
ing resistance to po&sible HI ef- 
fects of stress. You may wish W 
pay special attention to foods 
that provide thoM;* vtUimins and 
minerals affected by stress-" 
hut not to I he fjom? Ui:it you 
neglect other, equally important 
nutrient*, 

BatibK a proper diet ccmsi 
Leutly, day by day and week b] 
week, is crucial. If, for examp^i 
you regularly eat enough daiflT 
product* to bring your calcium 
intake up to the recommended 
level— and your diet ts ndequat* 
in other respeeLs— yuur body 
should not need any calcium 
Aupplernonts U* tJit'i-t Liu- efffc^'t-* 
of stress. On the other hand, u 
you hav* 1 neglected culciurn-co^ 
taming food*, and you suddenly 
find yourself under mever** 
stress, consuming a quart <M 



consunnri^; 
mitk or n culcium supplement fur 
day will not help muck 

jl \n important wot tu add self-infla^" 
ed stress to yuur life. For sonie imiiv^" 
uals, stress leads to overeating which 
leads to ok^ity. Obesity may thon pff 
ducc further psychologicni stress— 
mure overeating. 

Finally f it is well documented ths* 
physical exercise is a healthy outlet fu f 
siress. After a day "f hard wr»rk uftde' 
strew, it is difficult to go home iud bi 
physically active, but it ie important M? 
take part in an enjoyable physical *^ v " 
ity — to stimulate the cardiovascular 
system, to bum off calories and tn r*" 
duce tension. 

ius J 
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INTERNATIONAL TRADE 



Food Exports: A Cose 
Of Too Many Cooks 

Beset by conflicting policies, U,S. 
farmers are losing foreign markets. 



AMERICAN asrirulture, the country's 
l largest economic sector and the 
world's* biggest food and fiber produe- 
s& steadily litein^ important export 
markets. Stagnation looms, analyst* 
*ay, unless the United States' hod pi- 
pi>i]|,ri; |inHiLii-liiin trading >y-1«.:n 
adapts to meet strung new competitive 
challenges abroad. 

"We are being slaughtered in export 
fcuurketiip" says Glenn Tuftsey. trade 
specialist with the American Karm Bu- 
reau Federation, 

After more than a decade of dramatic 
Jfciriy increases in oversea* sales, four 
of America'* big five n-immndfttWI are 
declining in worid market share. Many 
fcbttnrvere say this threatens to elimi- 
nate aome of the nation 's* 2.3 mil I inn 
farms and 22 million agriculture-related 
jjAs, Approximately two out of every 
five American farm acres produces 
°*opi for export. 

In WBZ, the United States sold other 
nationa 48 percent of the wheat they 
tnipurtHl. 3n I WW, the Agriculture - 
Partment predict*, the American share 
^ill plummet to 36 percent Over the 
fiame |>eri<id American rice's market 
* ba« Lb tixpecled to drop from 23 to 11 
Percent, cotton from 33 to 29 percent 
feed grains from 64 to til percent 
Soybeans' market share is Hal at 56 
Percent 

With domestic demand expected to 
little more than 1 percent annual- 
,v tanti] the end of the century, the for- 
g» market has become "the flywheel 
luturo growth in a^ricultiunG," says 
**niielh FiirreJl. director of agriculture 
policy sit Resources for the Future, a 
Y^hiiigton research onrcmusation- But 
™ Hlrwnpf dollar and artificially high 
j^vernment commodity price supports 
made American food too expen- 
sive eompaj-ed with that of competing 
^fitriea. 

to addition, the United States' oeca* 
^>»al us* of food embargoes for politi- 
r 11 purposes has raised questiona abort 
J-* reliability as a supplier and han 
spurred importers to find other 

The 1980 embargo on prruin nhip- 
Jjj^ta r.rj the Soviet Union mulled in 
^OHn lW \ | J|r . ir . K n|l!V<l k , nim fnim Ar 

s«ritina. In 1973. Japan encouraged 



Brazil to produce soybeans when the 
United Stated cut back it» exports to 
Liccommudate rising dumand at home, 

Canada. Australia, Argentina, the 
European Community, Brazil and, re* 
t'fjuly. even Thai b nil i\n*.\ ..is. i -mall 
emerging exporters are collectively 
squeezing American exports. And 
many customer* of American farmers, 



lenge»— specifically, the need to be- 
come more competitive in price, more 
reliable in nupp ly and more responsive 
to the ehanfrinj? requirements of world 
markets. Ttw hiiom ycare "f thi- l£f"Us, 
fueled by strong world demand and fa- 
vorable currency exchange rates, have 
now ended." 

The outcome of next year's debate In 
Congress over farm legislation will de* 
terming whether to more competitive, 
market oriented pricing system re- 
place* the current system of high, gov- 
ern ment-KeL prices. But many other fac- 
to r» will continue to affect food 
exports. 

Often, protectionist moves intended 
to shield nurmgri cultural industries 
wind up harming food sales, a& Ameri- 
ca' n trading partners retulisiL** U\ mi 




American icy be an «i porta meet qyvi half Ihe world'* demand for thai commodity 
Bui U.S. crops Mfce wheat. !e#dgraina, Cotton &nd rice are losing market thare 



like Nigeria unci China, are striving for 
greater self 'Sufficiency in (and* 

Often, competing nation* will suhfti- 
dije their own farm sector* to enable 
them to undercut the United States' ex- 
ports, The Kumpean < "community, tradi- 
tionally a net food importer, has in re 

nt y^ars fitimulated exports to the 
point that it has made impressive in- 
mads into America 1 * Middle fkalern 
Irrnlr. 



s 
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• ATS STUART malit^ r uf 

food and agriculture ptilicy at the 
T.S. Chamber of Commerce: " The hit*- 
aeration of U.S. A^nculture into the 
world economy poaea several new chal- 



pOtin^ humorH to import* of U.S. farm 
product*. 

For example, U.S. Wheat AA&ociatkm 
Prenidfint Winston Wilson says recent 
textile quotas on Chme&e import* saved 
the American textile industry about $50 
million— and cost farmers an estimated 
£1 billion in food exports to OUdtt 

U-S, Trade Representative William 
BrtKik i»ayp sukisidktng food expnita, 
which some in Congress say Americnrj 
agriculture needs to offset European 
nub* i die*, "ia the most dangerous thing 
happening in the world today, because 
[nuliAidk^) cause enormoun tltKtortions 
in world trade/" Like gas price wan* at 
service station*, lubiidiea bem^fit the 



customers but ultimately 
damage all food export- 
ers, Brock and other free 
traders insist. 

The freer traders mabv 
lain that America's food 
exports La potentially lu- 
crative markets in many 
developing countries are 
depressed because protec- 
tiontsta in Congress have 
restricted those countries* 
noafarm exports to the 
United States. 

Say* Robert Delano* 
president of the American 
Farm Bureau Federation; 
"Agriculture can grow 
paly to the extent the 
world economy grows and 
more people have more money to spend 
on more food. The world economy wfll 
Ktow only to the extent that credit is 
available to efficient borrowers and if 
market* are accessible to world trade, 
Pr^Uj«"U"iri^rn In industrial good* and 
service industries muat be repelled. 
Without acres a to nur mark eta, poten- 
tial food importers will not have the 
hard currency they need to buy from 
us/ 1 

THE road back toward big American 
food trade surpluses will be slow 
and uphill, say leading export forecast- 
ers. 

America's biggest mar- 
kets in the future will be 
in the developing coun- 
tries whose economies are 
entering the "takeoff 7 " 
stage of industrial growth 
and diversity — South Ko- 
rea, Taiwan, tho Middle 
Eastern nations and many 
Latin American countries. 

Food exports to Hong 
Kong, for example t were 
valued at $044 million last 
year, with new 7- Eleven 
stores and supermarkets 
expected ■ieniLir:-;! rrn^r^ 
in the future. 

But the lingering shad- 
ow of the worldwide re- 
cession diminishes the 
prospects for any major 
growth in exports to such 
nations in the near term, 
say» John Dunmore* head 
of the Agriculture Depart- 
ment's world analysis 
branch. 

Eastern Europe, which 
absorbed huge amounts of 
American exports in the 
1970s* is not considered 
likely to be a significant 

58 




Agg/essFvp nwKetmg has prgciucecr sales ot U S- soybeans 
to nations HkaTsiwnn, wnere childron drink soybean milk. 



market In the next few years. The Iron 
Curtain nations paid for food with easy 
American credit and have been slow to 
repay their debts. With loan money 
tight and the Eastern Humpean econo- 
mies incapable of generating much 
wealth to pay for imports; that market 
is stagnant 

Continued sales to the Soviet Union 
Eire foreseen as profilahle. though, and, 
long term, there is a potentially huge 
market in China. Already, the Wheat 
Association is building bakery and mill- 




World Agriculture Demand In 2000 

(in millions of metric lonsf 
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ing facilities there, in the 
hofrt* of cultivating a Chi- 
nese taste for wheat prod* 
ucts. But the bottom line, 
says Roas Korves, chief 
policy analyst with the 
Farm Bureau, is thai 
1 'there is no surge of tfuo*l 
exports anticipated 1 ' 

In Congress tind the 
Reagan administration, 
thatt is support for shift* 
ing more federal re- 
sources from high pric* 
supports into stimulating 
markets abroad. Mr»rc 
credit, guarantees that ex- 
ports will not be interrupt- 
ed rni ^ri^'ted actions us 
regain lost market* ure 
expected to play a major rote in whatev- 
er l!)Mo fiurri la w is pus tied by < "oiigr**^ 
Km as the world economy recovers 
from recession and nations buy moi* 
fond und move toward higher protein 
diets, there is no assurance thai the 
United States will benefit from this 
growth in demand, Other countries art J 
learning there money to be mad* 
from farming. 

Says Kom»; 'The most important 
point is that the world has not run nut of 
bind that can be brought into production; 
neither has the world come close to us- 
ing the available technology to increase 
yields." The United States, he says, run* 
the- risk of be-wmiing agri- 
culture's equivalent of th# 
i JrviiSiiziUinrinf Pelmleurtt 
Exporting Countries. Al- 
though Its supplies are 
abundant* it will lose ma^ 
keLSp as OPEC has done* tf 
it prices Its products tod 
high, 

Consumer* abroad *B) 
substitute other export' 
ers r food and begin devel- 
oping their own farm 
terns, just as the We** 
swished to fuels other 
than petroleum and 
served until OPEC price* 

currie dtiwii. 

The k*y to inweagftf 
export market share, free 
trader** argue, is a pricj 2 
policy conforming wit" 
world ^market level*. Th* 
American farmer w^dd 
then have a fighting 
chance of re^stahliehitu- 
his pre eminent rok in ^ ,|; 
global competition 
sales of farm product 
under the free-trade 
[? roach 

—Henry E«sO n 

NATION S HIHIINB&S « AUGUST J yM 



The Political Action Slide Show for 



FOR 

WANT 

OF A 

VETE 



\ 



A new* lij-minute slide program to tno- 
tivate employees , . t business irroups - . . 
i- 1 immunity groups - . . and other citizens, 
to get involved this election year! 

"For Want of a Vote" outlines the clear* 
^ut choices we will have in 1984; emphasizes 
the difference even a few votes can make in 
the outcome of an election: spoils out t hi- 



avenues of political involvement open to 
individuals: from voting: to volunteering t im<^ 
and talent to a candidate's campaign; to con- 
tributing money t directly or through political 
action committees. 

Order today! $37.50 purchase price 
includes 73 color 35rnm slides, cued audio cas- 
sette narrative, and script booklet. 



FOR WANT 
OF A VOTE 



Mail to: 

Robert H, Moxley, 

Director 
Special Project* Di via l cut 
0*S, C hamber of 

Commerce 
UA > H Stiwt. N W 
WiuhmictOh f D.C. £0062 
(202) 4f^ST66 



Bill me. 

ftiymmt tficbaod. 

(Make check payable to 
LIS, Chamber of 

ftppnjjirtHt e sales Lajt for 
District of Columbia and 
California) 



Please send us: 



(enter quantity 



desired) sets of "For 
Want q/q VtiUT fCooV 
#6WJ, fa $U7.;>0 per sul 

(each set includes. TTt culur 
:i r >mfB slides, cued audio 
cameLU-, and mirijit 



Name.Title 



Address 



Phone I 



PERSONAL FINANCE 



Picking the Right Mutual Fund 



By Ray Brady 



■ F TOU LIKE fttffa try to ftfr 

I are tli in arte out: Viewed as a 
whole, virtually every type uf in- 
vestment connected with the fi- 
nancial markets — whether stocks 
or bonds, pension funds or mutu- 
al funds — has taken a real drub- 
bing over moat of the past year. 

Yet in the first quarter of the 
yeai\ even &s stock and bond 

Slices were being pounded on 
fall Street, the amount of money 
m vested in stock mutual funds 
reached the second highest level 
on record- 
Most financial experts believe 
the explanation » that, as stock 
and bond prices kept going down, 
investors decided tt was time to 
let the professionals handle then- 
money. So they bought mutual 
fund -hun'"-. 

William G Dfoms, who teaches 
finance at Georgetown Universi- 
ty (and who has written a botfk on 
mutual funds i does not argue 
with that point of view. 

"Just about anybody who can- 
not fallow the stock market on a 
day-to-day basin should invest in 
mutuaf funds/ 4 Drams says. 

Drama practices that old-time reli- 
gion known as price averaging. Says 
he: "No matter what £« happening En 
the stock market, if you keep buying 
on, aay* a monthly or quarterly boai*, 
eventually you'll find that yuu're goinp 
into the black on your investment" The 
record seem* to bear him out Over a 
10-year period the mutual funds have 
tended to do fairly well. 

If an investor picked the right 
funds— and plowed back any distribu- 
tions he got from them— he could have 
shown a gain of 900 percent or more fn 
nuch big winner? as the Oppenheinw 
Special Fund, the tinder Fund and the 
Fidelity Magellan Fund, 

That being so. what kind of mutual 
fund should the Investor pick: The 
funds are almost as varied as the 
stock* they buy. 

Some m vest solely in gold, or in ener- 
gy. Even in the sloppy market of 1984* 
some funds that put money into ait 
stocks early in the year have done well. 
For the inventor who is interested pri- 
marily in income, there are funds that 

Ray Hkad-y yr th* frwrinim c&mapoTr- 
dentfpr f 'its \v«- fl . 




WHJIam Orom*: "Just about anybody who cannot 
follow tho stock morkef on a day-to-day basla 
should Fnveat in mutual funds.' 

emphamEe dividends fmrri stocks and 
interest from bonds, 

San Diego's Pacific Century Group 
emphasizes small, aggressive growth 
companies *Tm looking for a company 
with snmeduhg unique thai wi'H make ft 
grow at a geometric; rate," say,s the 
fund manager. Arthur Nicholas. 

There are also funds designed for 
ftpecklized groups. For example, Mer- 
rill Lynch has one that 1m aimed primari- 
ly it the younger individual who pre- 
fer* to invent in field* with which he or 
she is personally familiar. It focuses on 
such areas jo? leisure and entertain- 
ment At least one new mutual fund ts 
aimed at. women who have little knowl- 
edge of finance. 
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to thb HRsrr thinks to decide are 
just how you want your money 
invested and whether you want it to 
grow or simply to yield you an income. 

Doe prime source of in forma tton on 
the makeup df the funds Is the Wiesen- 
berger Investment Companies Service, 
a reference book that is the only publi- 
cation that list* the name, addre&i and 
investment philosophy of every mutual 
fund. It costs {245 a year, hut it is 
available in many public libraries. 



Once you have figured out 
which type of fund may be for 
you, JJilJ Droms auggcrsut, you 
should write a few of £faffl& and 
obtain prospectuses. They will 
give you a detailed look at each 
fund's method of operation. 

,r You want to make sure that 
the fund had roughly the same 
investment philosophy you do/" 
*ays Dromfc. 4 That is very impor- 
tant if you are to feel comfortable 
when the market turns down/* 

When such times came, aomtf 
fund management* i-an uffer you 
a choice from a whole group of 
funds with differing investment 
aims. Often, with just a telephone 
call, you can call the management 
group and switch your money 
fn>m r say, a .stock fund to one 
specializing in bonds. 

In some cases, you can keep 
Vuur money in a money market 
mutual fund that buy;- 1 : .S Tre;v 
Ku.r> hills and odi^r whorl -term in- 
vestments. When interest rates 
are high, you Can cash in on the 
juio yirNr^ avn liable in money 
market funds. Then, if you think 
stocks an.- about to Laku off* you can 
on II and switch your money from thi* 
money market fund to one investing in, 
§ay, growth stocks, 

A word of caution: Although that 
sound* MSJ to do— especially judging 
by the fund managements 1 advertis- 
ing— you should remember that if ^ e 
could all pick stock market bottoms 
rnany of us would rut »till be warfcing- 
AnothtT cautionary word: Don't be so 
swept away by finding just the "right" 
fund that you neglect to look into whal 
your investment in a fond te gobg W 
coat you. 

If you are buying what ia called 0 
load fund, sold through a broker 
some other financial intermediary, * 
sales fee of up to 8 to percent will t* e 
deducted from your investment. That 
means you will have les* money work- 
ing for you in the market, 

No-load funds usually deal direct'? 
with the Investor and carry no sal^ 
i/harge. Many investors prefer this typP 
of fund, 

But it is well to remember that 
of the best performing funds carry * 
load charge- --and more ihaii make "I 1 
for it with their gain* in a good market 

year. ^ 
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STRATEGIES FOR SUCCESS 
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Helping Employers 
Talk to Employes 



George y Clement wits ju.m 22 in 1%2 
'rtien his father died and he wuh dis- 
charged from the Army Lo tfo home to 
PHladpl^hia and run the family busi- 
ng. He had graduated from Buckneil 
University with a bachelor's degree in 
"UHine^s, uud frnm the Army Leadership 
^boot as « second lieutenant, before 
bttog B*nt U> West Germany to work in a 
publicalionei ami printing plant. 

'The Army fills you with oatrio- 
**n/ p flays Clement* president of Clem- 
tn * Communications. n I was anxious to 
into something where 1 could make 
^contribution." He also wanted a chai- 
Wtt, and he wondered if the faintly 
'"^U-rprwt' L-uulrJ fill tho&e need*. 

The firm was started in 1919 by his 
Emndfarher and namesake P George Y 
^tenant, to help employers communi- 
Cftt * with employes. Grandfather Cksm- 
J-rith !-],rj<. lu . or helped fmplnyers j.r.. 
giOte the benefits of capita lism to 
gflMMUl of workers who h as imtni 
Ftutl to America, were living under a 
B>* enterprise system for the first 
JJfne, The mean*: pamphlets prepared 

i' Clement Communications and 

ihe eldflr George Ctement'ii son, Jo- 
e Ph A. Clement took over during 
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World War II and found thai employers 
were looking for new way* to reach 
workers, "Free enterprise was no lon> 
ger an wane/ 1 " saya the firm's current 
chief executive. Employers wanted to 
address topics like productivity and 
quality. Joseph introduced the idea of 
using posters, fend it caught an when 
corporation* discovered that OWMM 
conveyed by pouters were more effec- 
tive than those sent to employes* 
homes. 

Joseph built the company from 700 
clients to 2,100, When he died, it had IS 
em ploy en and wan reaching about 
SJWj.H.Hi worker* with ils n ,*age* 

With a good management team at 
ready in place- young George Clement 
oikM .■i^Tirt.'Ntrn?^ i.m learning the btiri 
nesa. He was sure that the company 
could make a contribution to society. To 
deal with his concern about whether it 
would offer him enough challenge, he 
decided to aim for growth- 

Today P Clement Communications, 
now located in the Philadelphia suburb 
of Concordville, reaches 4,5 million 
workers weekly through 90,000 clients* 
Annual revenues exceed $10 million. 

Product* include bulletins that help 
salespeople increase their sales or su- 
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George Clemem me* comic 
ilrlp character* |.he 
C»thy to n*tp clienii 
communicate wifh employ**. 

piirvisurs improve their 
skilly but ? of the firm's 
12 product line* are poster 
scries, One usea James 
Unger's ''Herman" t*r* 
toons to make points 
about teamwork or absen- 
teeism. A cost of J2.50- 
$2.75 per poster is typical. 

Greorpre C lament aays he 
has learned some valuable 
secrets over the yearn. 
One is to listen to the cus- 
tomers. "That is mother- 
hood and apple pie, but it's 
bo important," he says. He 
and his managers realised 
yeans ago that although 
they had a lot of informs' 
lion on their clients, "we 
had no sense of them. We 
decided we would make an 
effort to get to know them 
better " Now all salaried 
persons— about half of the f inn's 
employes— visit clients U> talk face to 
faee every year. 

He has also learned to create an envi- 
ronment that encourage* ideas to bub- 
hie up from all parte of the organisa- 
tion. "The people at the bottom may 
have ideuA that are as pood as mine and 
lots of times better, because they are 
closer lo the client*/" he says. 

Nevertheless, Clement admits it waft 
tough to acquiesce when two fairly new 
marketing employes conceived a poster 
series based on Cathy Guhewite's pop- 
ular comic strip, '"Cathy." Even though 
clients were asking for something that 
would address women employed in a 
n o rift tereo typed way, he fell Ji Calhv" 
was "too obvious, too easy/' he recalls. 
But the employes made a good case 
for their proposal, The <J Cathy" aerie* 
was launched last November, and 1,000 
clients signed up immediately. 

The man who akmoat turned the idea 
dttwn now refers lo it a« "i bit of a 
miracle." Says be: "I have been abso- 
lutely amazed st its success." 

—Sharon Norton 



Selling Souvenir* 
By the Foot 

Call them notions, gimcracta. tokens, 
knic knacks, whizrnaleeries — the fact 
remains, Judith Kaplan ha* nickeled 
^l-dsmed Mit way in famdlinr in *siL<-h 
annually. 

Her warehouse in Ocala, Fla., all 
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15,000 square feet T \s. a colossal collec- 
tion of doodads that she says are 
"bought by Lhe mile and sold by the 
foot" to gift shops in mure urns, plane- 
tarium^, zoos and aquariums. Soros are 
also sold to corporaLkms for gifla for 
employes and customers. 

Action Packets, Inc, P was started — 
with stamps, a Kaplan hobby — in th« 
basement of her home in Queens. N,Y,, 
six years ago 

Kaplan mid her husband, Warren, 
sold fftamps and fbst-day-of-tssue cov- 
ers W fellow? collectors as a sideline 
while she sold life insurance and War- 
ren worked as a stockbroker. Week- 
ends, they took their two children to 
museums [luring one vi*it. Kaplan gul 
the idea of selling stamps in pack* us r 
each packet on a theme tike railroads or 
animals or women's suffrage. 

"When we called the museum gift 
shops/' she says, "they would say N 
TJend a catalog.' We didn't have one, 
Many shops- took packets on faith find 
because we had a liberal return policy." 

The first order, from a planetarium 
in Centerpurt, X.Y.. brought in $ 100. 
Thut was etrcouraging enough for the 
Kaplans to sink $20,004) of savings into 
distributing commemorative stamps. 
The stamps ted to distributing and sell" 
ing rubber snakes, plastic airplanes and 
zodiac key chain*. And then space 
items, with gift shops asking for flight 
patches and model apace capsules. 




The basement overflowed with stoc k. 
In two years of working full time in 
their new business, the Kaplans count- 
ed 1100,000 in sates to 100 customers. 

Enticed by Florida, they transferred 
the growing' eorap:ir..v '■■ 1 
And they published a catalog, 

,r Wo started at the low end, with chil- 
dren's items," says Judith Kaplan, 46, 
the firm's president, "But we've ex> 
panded upward, We still sell a lot of 
plastic animals for a nickel or a dime, 
but we also now offer a telescope at 

To diiy Action Packets distributes 
trior*' than 2,5O0 items. Manufacturers 
Bad local distributors of similar items 
abound, but most require minimum or- 
(fan, Action Packets will take orders 
from museumi for a half dozen of an 
item, to test the market 

''Although we now have about 1,000 
accounts, we've just scratched the sur- 
face," wiys Judith Kaplan. "More and 
more cities are building museums/' 

To prepare for more business, she 
says, Action Packets, now a closed com- 
pany, will go public later this year. 

Sh# will use atock sale funds to dou^ 
btn th# firm's warehouse and office 
space in Dc&Ja and "build the business 
into a major company." And, no doubt, 
add more employes I there now are 20). 

Her husband is working fufl time 
running Tripe x, a second company they 
started to sell only postage stampf. 

In 19s5p says Kaplan, 
"we will hit Sfl million in 
sales. H is simply a matter 
of listening to what the 
customers w&tvt We don't 
find a product we like and 
then try tu *ell it; we let 
the museum* tell us what 
they want and then get it 
for them. 1 " 

Many request* are for 
items related to outer 
space, which make up 3<) 
percent of the company's 
business. Host popular is 
f re«e-drjisd tea trt&m— 
200,000 packages of this 
astronaut's dessert are 
m\d oach year. 

Net profit an distribu- 
tion of products like those 
in Kaplan's line tradition* 
ally hovers around 1 per- 
cent. Kaplan manages 
nearer 4 percent. But ah* 
is close-mouthed about 
where she buys, and at 
what prices. 
She is. not so secretin 



however, about helping women in bu&r- 
nesa. Once a leader in the New York 
chapter of the National Organization 
for Women, she often speaks in Oca la 
at civic club meetings, encouraging ath- 
er women to duuiicaU- her sum-s> 

-De? Marth 



The suit or armor is not 
on« oi the thousands or 
tttmi Judith Kaplan salts. 



How To Cull 
A Million Solos 

From the beginning, Roger W. Eddy 
thought he had "a product that would 
last forever." He was thinking of it* 
virtual indestructibility. IujI it* durabil- 
ity has turned out to extend to sales, 
lob Efl to bufa shipping ii aruuinl I he 
world from his barn b Newin^ton. 
Conn., for 31 years. 

The product i* the Audubon bird call. 
;i pewter plug in a wooden socket. It 
retails for fri in mail order catalogs 
snorting goods stores and national psirk 
shops, and direct f ronj Eddy . 

When the metal plug, which is dusted 
with powdered resin, is twisted in lh* 
■4fjfkf*t c i f si fyliii'irwTil wnodrn In iffy, it 
makes high-pttched squeaks that at- 
tract birds and animals. 

Others have made bird calls, bul 
Eddy, who registered the Audubon 
trademark, dominates the market Na- 
ture lovers buy his calk parents buy 
them for their children, guides and 
hunters use them to call up game. So 
far, Eddy has sold mare thai a million. 

Eddy g<it the idea for the bird call in 
1962. while he and his wife, Deborah, 
were visiting Italy, where he had been 
stationed during World War II. He was 
fascinated by the varieties 1 of calk and 
whistles bird hunters uaed there, 

When he returned to N. -win £L-:i. 
Eddy says, 11 1 started fooling around 
trying to make something like thai mjf- 
aw* He trnd written a navel and sever* 
a] magazine articles, hut he waa not 
making enough In live on, anil he sa*' 
the bird call as a salable product. Hp 
viewed it as a toy for rich people. 

Eddy asked a local woodworking 
d - *-f ■ In i . ivi " ii, sarin* bin-hwood bud 
ies. (The Hume shop eh still making the 
wooden sockets today.) Then BddF 
went to a giant plant in Hurt fori I WJ 
asked if 3 die could be made to cast hi* 
metal pjirt. Yes, he was told, but tru' 1 'h" 
would coat $3,500. So he looked tot 
something cheaper* 

Someone sent him to a retired jewel- 
er, who agreed to make the die for $5A- 
Mrtal fur the plugs came from a tay 
em's discarded beer cooler. 'That* 
what it takes," says Eddy. "You i UJil 
keep asking, and mntfaody will u ll y oU 
whtire to find what you need." 
With boxes of bird calls in hand, 
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Eddy went looking for customers. One 
day in Kew York City, discouraged And 
about ready tf) utll it quiLs and look for 
11 regular job, Eddy got in to see the 
President of Abercrombie A Pitch, the 
sporting guilds store The mam kuru j^hc 
two down bird calls with money from 
«i» own pocket. That was Eddy's f»t 
%snte. 

placed h small ad in the AW 1 
Yorker, and that brought him some 
£tait orders. Then a literary agent he 
*niiw suggested that he write the story 
cjf Mil efforts for the Saturday Ere 
ri tn$ Awi The magazine published hir> 
*fcnunt. and then 'the roof fell in," 

"Suddenly I needed 10,000 bird calls 
™ fill orders," he says, M nnd we 
didn't make them fast enough " In 
*tead of continuing to pour molten met- 
y of hand into h» plug mold, Eddy 
"mini a metal shop that could make the 
Plugi by injection die dating on a serin 
* u t«tnntir machine. 

Another nearby com pan v pruvsiW 
tn* screws to hold the bird call part* 
Jjttcther, and still another furnished 
™ nrnall red Ihixm in which th<> bird 

ls Relied aftrr hand assembly, 
puly nn longer does ail the assembly 
7^]f. |Jke Uw other Munition* il ;■ 
h ^jobb*dout. 

'! am the belt" he say*. u l move 
j^gs around to where they're need 
, 4 He bring* the finished, packed 
, 4 *** iK hom* to his burn \ which can also 
gjj I0,0tt) bale* of hay for hi dairy 
:u,.J n-uii: there he doe* all Che 
*?*Ping and billing. He has no em- 
j^ v *^escept for an 'si! purpose SGO 

t^ry 11, and thi* people who work on his 
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The Audubon bird can nas 

PWfi keeping ROQ^r Eddy 
In buftirL«&i for 31 years 

farm. His wife ha* always 
helped in the business, 

Eddy grosaea more than 
15110,000 a year. Ik- thinks 
the bird call keeps selling 
because "it's useful and 
inexpensive and it works; 
there aren't many things 
(ike that any more " 

He believes "90 percent 
of business is selling. You 
can have the wheel, send if 
you don't go out and sell, 
it won't move. 

"And Che final test of a 
product is whether people 
will buy it No matter how 
great it is, if people don't 
bay it, you're out of busi- 
004ft." 

Eddy aEno counsels: 
"Don't overlook the Ye> 
" low Pages. If you live any- 
where in the United States you can find 
whatever you want in the phone book. 
Youll find thai everybody want* to 
help you- That's how they make nwn- 
ey— by helping you." 

—Harry Bacas 



Second Time Around 
In the Forests 

Like ei kni w hi.stim^ pasi u d:irk Alley, 
Robert Stilin ignored the las! recession. 
He did not acknowledge it, s<j it did not 
exist — far him. 

Sawmills were closing across the 
country as his North Country Lumber 
Company, at Mellefl, Wau tripled pro- 
duction, expanded operations and made 
money. 

Thi* happened under lb* leadership 
of a man "with sawdust in 
m> him id" svtio admit* he 
once abandoned logging 
because he thought the 
country was running out 
of trees Stilin became a 
hank manager in ISPfri af- 
ter deciding he needed a 
new career to support a 
growing family (seven 
daughters and a son). 

It was not long before 
he reahVd ih.-n- wu- oJ^n 
ty of good wood left in 
s e e und-gro w t h forests, 
and he returned 10 log- 
ging. Today hii company 
outproduces the peak 10 
million annual board feet 
of lumber wiwed by a null 



lii./LiU-d in \U'\L\i ishvn virgin timber 
was cut 

Stilin, 55, sums up the success of 
North County Lumber in two words; 
quality and service. 

When a Minneapolis company asks 
for a load of lumber 'It will be at their 
door when they open the next morn- 
ing," he says. Mill hands are trained to 
cut wood the way it is ordered, nut al- 
ways the practice in an industry where 
people can be cavalier about measure- 
ments. The company \s computerized so 
Stilin can keep e1cj:v lu'i^ hi iir-Hlu./tihii 

Stilin opened his first sawmill in 1979, 
replaced it with an automated unit the 
following year and ran tuU Mant into 
the dismal curly 19809. With two new 
mills, the company expects to gross J5 
m ill inn in 1H&4. One mill was opened in 
1988 in Weyauwega, the heart of Wis- 
connin's oak country, U> capitalize on 
IjrnwjTLK demand for oak, sisiri n *ecnmi 
in Mellen was opened earlier this year. 

To some extent Stilin .H profits derive 
from lessons learned over a lifetime of 
lugging. HLs father, a Yugoslav itnmi 
grant who came to the picluresoue for- 
ests af northwestern Wisconsin by him- 
self uj" a 14 year-oki + instilled in him the 
value of * dollar and the land it could 
buy. Stilin still owns the first 40 acres 
of land he bought— he paid a dollar an 
acre f rjr it ay a teen-ager, 

Stilin has a strobe-light grin that nev- 
er flag*, even when he is cheering up a 
murine foreman. He *utd expansion 
plans during the recension to bankers 
who worried thai he could go under if 
the market for oak and pine broke. Sti- 
lin laid he would survive by cutting 
rough wood for wood pallet makers, 
who use billion?* of board feet annually. 

He does th»1 worn about having 
enough trtw any more. There will tie 
plenty of wood, he says, if we manage 
forests properly. "And we will, because 
we've teamed our lesson." 

—Larry Van G math-am 




H« hid quit lha lumber busman, but i*CDnd-growlb 
Toremtv Pur*d Rofrftrl Slilln back to th* wood*. 
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Where I Stand 



ISubmmimum Wage 
e Fftf T«n-*tmT 

Now that the economy is in the midst 
of & robust recovery, the unemploy- 
CMSt rate has fallen well below double- 
ilijfit level*. That rate, however, hides a 
disappointing jobless rate of more than 
17 percent for teen agere— and a heart- 
breaking rate of more than 34 percent 
for black teen-agers, 

Hi^h unemployment in an age brack- 
et in which many Americana first leans 
wiiflt it [* like to earn a paycheck k 
addressed hy a Reagan administration 
proposal for a submioimum wage, Con- 
gress in considering bills to permit 
workers 16 through 19 years old to take 
summertime jobs at $2,50 nr. hour, rath* 
cr than at the 13.35 standard mifnjnujn 
wage, Passage of the legislation, it i=i 

lien sued, would itad to creation of 
400.000 jobs, 

Opponents say that tf a youth differ* 
ential were approved, parents would he 
fired so lower-paid offspring could be 
hired. Supporters, including the Nation- 
al Conference of Black Mayors r say 
adults will not lose jobs because the 
proposal fa limited to the summer and 
includes sanctions against substituting 
for adult workers. 

Should there be a youth differential 
in the minimum wage? 




State Action 
# On Drinking Age? 



Highway accidents are the leading 
cause of deaths among teen -ajrerw— and 
half of those highway dealhs come af- 
ter alcohol has been mixed with ga*o- 
tine, 

Because of rains concern about what 
drinking teen-agers do la themselves 
and others, not to mention property r 
when they are behind the wheel 23 
state!? have set the minimum drinking 
i±L LiS. Now <\ i n the Unu- 
gmn administration have agreed Chat 
states failing to follow suit will lone a 
portion of their federal highway-con- 
struction aid after two years. The issue 
loom* large in states this election year. 

Opponents of this tough approach 
any It marks one more intrusion of the 
federnJ jfovernment into an area tradi- 
tionally the province of state?! and that 
it tfcs funding for roadn and bridge.* 
with a sDciat issue in an illogical kmn of 
red tape. 

Supporters say that it will be a posi- 
tive step toward protecting the nation's 
least experienced drivers and drinkers, 
that it will make streets and highways 
safer for everyone, and that it might 
slow the rise of insurance rates. 

Should atl states have a Jeg;tl drink- 
ing age of 21? 



3 Flatten Rate 
e For Income Tax ? 

A number of proposals have been a 
fered to make America's complex b> 
come lax system simpler and fairer 

One approach If the flat tax concent, 
some of whose adherents would retain 
certain deductions, including that for 
hunie inort^ti^' iTPten?fiL. Mn^l prn|wM 
tils based on the concept suppimnlly 
would not alter revenue totals, though 
some of us would pay mure taxes and 
others Leas. 

A bill sponsored by Sen. Robert Kas a 
ten (R-Wis,) and Rep Jack Kemp lR- 
N.Y.I would set rates pf 25 percent on 
investment Income and 20 and 28 per 
cent on earnings, Sen. Bill Bradley (D* 
KJ.J and Rf;p. Richard Gephardt (D- 
MuJ want rates of 14, 26 and W 
percent; Sen. Dennis DeGoncini (P" 
Ariz.) 10 percent: and Rep Mark Sil* 
jitnder (R-Mich.) a 10 percent rate (with 
a possible large revenue decrease). 

These sharp drops from the lire 1 ? on" 
SO percent top rate would come at the 
cost of losing deductions that many U* J 
payers say are essential. Opponents 
a ho say such a system, hy jutf (fling 
rates and deductions, could be used to 
hide a steep tax increase. 

Should the United States adopt a fist 
tax concept? 
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Verdicts en Corporate Tunes, Mergers, Clean Air Act 



Readers took clear stands on the three Where I Stand 
question* in the June issue of Nation's HrsiNK^s: Shu 
corporate taxes be raised to cut the budget deficit? Should 
Congress enact a moratorium on major mergers? Should the 
Clean Air Act be simplified in the interest of growth? 

By a margin af nearly 4 to 1, readers rejected the idea— 
brought up increasingly on Capitol Hill— that corporate tal- 
es should be raised as a way to reduce the deficit There 
were twice as many nay* as yeas on the proposition of a 
congreMfoiMlly imposed moratorium on megam*rtfer> to 
business pending a study of their economic effects. Nearly 
Five of every sis respondent* &uid the Clean Air Act should 



he simplified to promote economic growth and reduce 
complexity of regulations. 





Yes 


No 


Undecided 


1. Corporate Tax Hike 


10.0% 






SL Merger Conirote 




59.6 




3. Qsan Air Ad 


77,5 


16.2 


63 _ 



More than 1,000 readers touk part in the poll Admits 
U<> r... n[ipr«jfprtrit".' tfovertinu.-m decision makers. 
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pleased to send additional information 
about their products and services — at no 
cost to you. Make your selections by 
circling the advertisers by number on the 
attached postage-paid reply card. Fill in 
the additional information and drop in the 
maiL Nation's Business will see that your 
requests are forwarded promptly. 
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How the 1984 Tax Act 
Will Affect You 



WHILE PREPARING for fttt expected 
historic debate next year on a 
massive simplification of the tax sys- 
tem, Congress took time in June to add 
319 new Rectum*, covering some l P ttXi 
pages, to die present Internal fte venae 
Code. 

That action rtuiy have been a tempo- 
rnry diversion — rir it may have been a 
signal thai the code has packed the 
point of no return on simplification. The 
answer rt'niLiins to be determined in the 
nest Cbtigre&a. 

[n the meantime, tax lawyer?* ac- 
countants and business people are 
studying the muny changes made this 
year in the name of reduc- 
ing the deficit SJ50 billion 
i*ver the nest three vtars. 

The Tax Reform Act of 
\m actually call* for fttf 
billion in new revenues 
and for Ui> reductions of 
Slfi billion, for the net erf 
$50 billion. The change* 
affect business people as 
individuals, as employers,. 
us investors and as man- 
agers of a broad range of 
.-■■npuny p ■ r; l r i. i r^.- M>yt 
wilt have to adopt new tax 
puuminj? strategies to ad- 
just to the new law, 

Among its major provi- 
alms (effective dates ap- 
pear in parentheses): 

INDIVIDUALS 

Income averaging, [i 

wjll be permitted only 
when taxable income in at 
least I4t) percent, instead 
of the previous £20 per* 
cent, of the average of the 
three (rather than few) 
previous yean*. (Tax years 
beginning after Dee. 31. 

Eiflmofad tojee*. To 

avoid penalties, payments 
must equal or exceed ei- 
ther HO percent of the tax 
shown on the return or 
100 percent of the tax 
shown on the previous 
year's return. Payments 
must also cover the alter- 
native, mintmum tax, (Tax 
year* beginning after 
Dec, tt, 1983 ,\ 

Work* rt e brood. Thr- 
increase in tax-exempt in- 



Any tax bill of 1,200 
pages is bound to 
have a big impact. 

By Peter A, Holmes 

come <rf UJS. citizens working abroad, 
from $80,000 to 185,000, is deferred 
from this year to 1988, It wfll then go to 
.S^,"^ in two iimkini *u us. 

Intereil eadusioriH The new law re- 
peals the provision under which net in- 
terest income up to $3,000 ($6,000 on 
joint returns) would have been excluded 




from taxable income, effective with the 
tax year. 

Infer* it-free toon*. Rnmactive to 
June 6, loans made at no interest or 
below market rateu enn be subject to 
income and gift taxes, with exceptions 
far those bant not used to purchase 1 
income-producing assets. 

individual Retirement A ceo unit. 
The new law repealK the provision un- 
iKt which the deadline for IRA contri- 
butions could be pushed back to August 
15 by taxpayers who obtained an exten- 
sion to that date for filing their return*. 
Far most taxpayers, the IRA contribu- 
tion deadline will be April 15, when re- 
turns are normally due. 
i A f f t?c l * c o n tr i b u tio n ? 
made after D*fc HI. 1984J 
Alimony. The law- 
changes ihe definition of 
Lax-deductible alimony, tn 
cash payments made far 
at least six years to i 
sjKiuse or former spouse 
under a divorce or separa- 
tion agreement. The 
■■hiuijJt 1 is di.'sigmjd to pre- 
vent use of property set- 
tlements as deductible ali- 
mony. (Affects payments 
resulting from aftree- 
men to entered mm At'irT 
Dec 81, IWM.> 

CentWbutiani, Returns 
claiming deductions for 
property contribution* 
valued at more than 
$5,000 1*10,000 for stuck 
not traded publicly) musi 
be accompanied by a sum- 
mary of an atros-lengtli 
npfjrnisnl [Treasury V\~ 
partment ordered to draft 
implementing rule* b. v 

Thti deduction for use fcf 
Si | -i r ■ iti:. -Mi-i,.:- !■ ' ,: 

part of charitable activity 
is increased from 9 to I* 
cents n mile. tl98ft ta* 
year onward.) 

Etrof# and girt Idk«»- 
The drop in mnxinitfffl 
raLesi ul delayed. The rij 
will hv JS ptretmt thn.u^ h 
1997 and drop to SO P* r 



Writing off rear at tate 
Invealmenta will Take 
19 year*— up 3 year*— 
under the new taw 
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following year. Jt had heen 
to rrilJ from the current tt> 
percent to 56 percent ihk v-imc, run J to 
SO percent nest year. 

Telephone excite roxei, " I M i • ..: 
3 penrem, HctiodLiU^d lo expire Dec 31 4 
1&85. w extended for two year* 

Sh*lf*rft. Tax shelters sold after Sep- 
'ember J must be registered with the 
Sterna] Revenue Service* 

Liquor texts* The excise tax on dia- 
lled spirit* ts raised $2. to per 
tfallon, (GcL 1, im) 

Diesel tv*L The excise tax is raised 
frnni 9 to 15 cents a Indian, with owners 
,jf ^ ehiclea under 10,000 pound* entitled 
to rcLiare* fJuly 1. 198.) J 

INVESTMENTS 

HoWi^g period, Tl 

li U ]w:riinl reqmrvl tn ijualify for capital 
If&in or Lore on the? sale of asset* is now 
H i* rnonthtu previously it wan tZ tAp- 

I'll":-, tit :iL;qi.Li>,iUoiis f ruin 
'Une 2£ lftrM P to Dec 31, 
Iflfig, with the impact on 

before a determination 
^de on extension beyond 
the kuer date.) 

Deferred payment, A 

H^eial accrual method 
•J^st be established for 
^ft-md payments for 
J^perty or stTvires. with 
,K *Ni (lorries to the aj^e 
Jfieiii required to comply, 
fJt ^e 8, 1S84.) 

Rehabilitation. The re- 
™UliljfctHm lux r:reiJn will 
« svaiiuble if st least SO 
Anient of the ex tenia] 
**Ui of thf rehabilitated 
wti<tor« are retained as 
f, *lernn[ walla, compared 
Wi Ui (hp furher u r j percent 
r ^|mreiTient; at least 75 
PfefCDjii of the L^uriml 
JWb are retained as «- 
^ external ur inhThjil 
or *t least 75 per- 
'■ lrnl »t thi- inUTiiiil -.true 
JUr* ia retained, (Applies 
J"? I^.ij^rlv placed in ner- 
v ice after 10S3.) 

DHcouji* bonds. J>i- 
.- f, Unta 'Jil homis acquired 
principal rauit be 
^riied a& interest intotne 



Ai-rftk louts. Mast active, closely 
held corporations arc exempted from 
Hi ri.sk Limitation*, under which deduc- 
tions for looses incurred in business ac* 
tivities of individuals, partners and 
closely held corporations cannot exceed 
the actual amount of risk. The act also 
simplifies computation of at-risk 
amounts, {1984 tax year onward,) 

Hedging. Starting in lUhri. partner- 
ships dealing in commodities wiJI no 
longer be able to use hedging losses to 
offset othrsr income, 

BUSINESS OPERATIONS 

Depreciation (real properly). De- 
preciation in lengthened to 18 years 
from the present 15. (Affects property 
placed in service after March 15, 

Depredation (autamobHei). Depre- 
c union on an auto ts limited to $16,000 
for three years, regardleas of its coat* 
and the inwHUnent tux credit maximum 
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^ntd maturity (Applies to 

waued after Sept. 3, J£££, and 

dr HUirMi Sl f t4 - r M^rch I. ty*4.i 

UhH ddl **" Suwk option* are brought 
urn* 1981 rule* limiting tax Iwreflti 
_* "fruddlcH. a snnitujiy in which risk is 
jj'^ted Or eliminated hv lakihu i.p- 
CJ* 1 * |w»sitioas on un investmenL |Af 
5^*tT , *Of«n«rta made after L>w, U 



Hep. Den FoitenPiowiki neti) ancr Sen, Bob Ool« fc 
Congreu r chlel Ui wr»er«, maiterminded pa»saqe. 
On# chanoe: ■ limit on lumiry-csr whte-olla 



ia aei at (l,orxi. Theae limits will be 
rx-duced uccordin^ to the ratio of bua> 
M.f& and pen^mal use of the car* {AfK 
pliea to auton purehaaed alter June 18, 

01 her deprecioHoni No inveatm«llt 
ennti* us ulli^wed for sm-h pnnxTty UM'd 
Ihsjh than half the time for business pur- 
\*mxL Depredatkin m suf*h jimj^rl y 



must be computed on a straight-line ha- 
aJa, (June 18, im.) 

Records. Curr^nl records showing 
biwkdown of husine^s use of autos 
and other personal property will be re- 
quired. The lack of such records will 
subject the taxpayer to a negligence 
penalty, ra ackJition to difiquntifying the 
deduction. tax year unwurdj 

Bgiinei* prop* ft y k Gains from sale 
will lie treated as ordinary inronie, rarh 
er than as capital ^ains, io the extent of 
losses tAken an sales for the five most 
recent years after ISflJ. (1985 tax yesur 
oNWUrd.J 

EMptnttnf, An jnjiwwai in the limit 
on expensing of buaiJiess property, 
scheduled to ri> to $7,500 th» year, is 
pmtpened ta 15*88. The limit stays at 
$5,000 until Lheu 'J'liu muximuin v, if J 
to $1(1,000 in WW. 

Accrual!. Thi-- hi -a ^rnuU<'<l d+^ihic- 
tion:i the point that the amount "f 
future liability could be detemiined. but 
the new law seta "economic perfor- 
mance" standards for determining 
when deductions are permissible, <Ef- 
fectire immediately.) 

Startup. Expenses incurred pri^r to 
opening a business may be amortized 
over five years r if the decision to do so 
i* made in tlie first year of operation. 
Interest, taxes and research cuatx are 
cxcluiied from start up expenses. (Tux 
yean beginning after June 30, 1984.) 
V\v Y.mrTux r'il-v page 9.) 

LIFO- Invi-nli-ry accounting under 
the last-in. first-oul method may be 
iiskJ i iffcl v sf il h alhip um-i] in i hi- r-iriijui 
ny's financiaJ reportitig (Effective im^ 
rnnJiulcly.) 

EMPLOYES 

Fringe benefit*. Excluded from tax- 
ation are the value of services to an 
employe from an emnlrjyer, |>rov]d»ni 
the tiervice is the same the employer 
provides to the public; employe dis- 
counts , provided sales are n<it made be- 
low cost- normal working benefits, such 
as parking, and property and service* 
tli at have a negligible value. (Jan. 1, 

CnNterld plant. Hi^irnnnff rn-xl 
January J, the^e plans wiJ) be limited to 
offering employes a choke between 
cash and apednc fringe benefit^ nuch 
an health insurance and Kttiup legal ser- 
vices,, that wore exempt as of last Juiiu- 

fducahon. Kmployea meivbig mi 
ition HaiftJJiiK'c from an employ or must 
report such amounta as income. Joh- 
n-Luted education tarti nualify aa de- 
ductkms, however. (Effective immedi- 
m^Iv.I 

iiO^t. A m -heduted inereaae from 
out half to three ipiarteni of 1 jwrant 
in the income tax credit for conLribu- 
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The growth 
ana profit- 
ability that 
new trucks 
are bringing 
to many 
companies 
will be 
featured in 
a special 




with a look 
at how foreign 
truck makers 
are compet- 
ing with 
U.S. truck 
manufacturers. 



GEAR 



Be sure to 
look for the 

report in the October special report on trucks in 
Nations Business — along the October issue. 

Nation's Business 



Next Month in Nation's Business 



The Franchise Boom 

Nearly a third of all retail sales are now made through 
franchised businesses How I he strong American urgs to 
be my own boss J has combined wnh changing shopping 
habits lo generate explosive growth in franchising. 

TV's Bottle far Viewers 

The major networks have dominated television throughout 
most of its history, but they are in an intensifying fight to 
retain their audience shares An assessment of changes 
in TV and of the industry's likely future. 

Tax Reform — or Trojan Horse? 

Public opinion is pressuring Congress *nto simplifying the 
massively compiex U S tax system, But business is 
primed lo fight expected efforts to impose major tax 
increases under the guise of simplification. 

The High Tech Office 

The impact ol technology rs changing not only the way the 
modern office is equipped but also how it is buill and how 
Ft communicates with other offices across the Street or the 
world A special report on the latest developments 



Horn to Employe Slock Ownership 
Huns is rescinded. The credit will re 
main at one half (if I percent through 
I987 P then expire- 
Under specified condiLkms, an eny 
player may take a deduction for divi- 

iUmxIh paid or \thyi-r sli*:k hn-M i r j an 

ESQ P. Such dividends must be paid di- 
rectly lo participants in the plan Or p»M 
to the plan and distributed to partici- 
pants, (19*5 tax year onward.) 

FOREIGN TRADE 

FSC*. The act authorizes creaLion of 
Foreign Sale* Corporation* for promo- 
tion of trade by U.S. companies. This 
type of corporation replaces the Darned 
tic Internationa] Sales Corporation, 
which had been criticised by other coun- 
tries on tit* ground that roles allowing 
DISCs to defer income on overseas up~ 
era Lion* represented an illegal export 
mib&ldy- Under the new phui, part of 
the foreign trade income of an FSC is 
exempt from U.S. tax. The FSC murtbe 
eatanliAhed in a country thai has a la* 
treaty or information exchange agref- 
ment with the United States or in any 
U.S. poaaefiMon except Puerto RfcG- 
TSii FSC can have no more than 25 
shareholders, may issue no pp/frrred 
stock and must have al leant one a£tt* 
U.S. l'Ulkun on it* hoard. <FSC rule* .u> 
generally applicable to transactions af- 
ter Dec. 31, L984.) 

DISCi. Thiw ror|HtrationB for spur 
ring foreign trade were authorised to 
defer taxes on income until it was r** 
Lurned lo the United States, With wbi>(i- 
tion of DISCs, an estimated $12 billfon 
in deferred taxes \s forgiven. 

Withholding. The present require- 
ment for 30 percent withholding on in- 
terest paid to foreign investors is re - 
p-L-aled, removing a hindrance to fore if?* 1 
inve3tmenl in the t 'nited Slates, 
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MISCELLANEOUS 

lOBi, The- amount of Industrial De- 
velopment Bonds that a state may ts*fl* 
annually Is limited to tho leaser uf $M' 
for each resident on in the case of t&* 
less pM.&pulous :t flal WW rnilli^ 11 

In l§ftB, the per capita amount will be 
reduced to WW, A wide ranfce of excep- 
tions was written into the law to 
current propels final ichi hy IT*Kh a^ 
future iasuus for audi purposes as tran- 
sit, ports and tnide-flhow facilities. 

Lhici, T\i\ benefit 1 * Irnni h-a*ts 
service contract* with lax-exempt flg* 
ties art curtailed by a requirement t^ 1 
fitraight4ine depreciation be used nw* 
a Innger recovery period. 

Job* Credit, the Target**! .Fobs Tas 
Qredit, scheduled to expire next Decvtn* 
U\>r ai, ha-: i^n extended throW* 
[\m The credit cs designed toflntf*^ 
age hiring of the disadvantaged- 
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CONGRESSIONAL ALERT 




What You Can Do About 
Washington Issues That Affect Your Business 

Tli if? NATIONS tU'SIS'ESS feature uifvitits iTitdfr* hnw they run rmike their vtfws known fin imjKi riant 
p*imiiriK teirralation. Curr*fiponik B tK*t to roumtn-TA and cummin** 1 * of Coripn** fan be* sent L-jther 
t?/o U S Senate, Washington, D.C 2051 0 or US, Houhc 1 of Rvptokl-iluillvcs* Washington. D.(\ 2MIS. 



issue 


Potential Impact 
Oft Business 


Contact Ami 
Business Message 


APPROPRIATIONS 


Congress' success at passing Jean ap- 
propriation bills will partially determine 
interest rates that business will be pay^ 
uig on its loans Jn the future 


Members of the House and Senate 1 
Do not put upward pressure on in- 
teresl ratos by borrowing to pay tor 
new programs or wasteful old one* 
Cut the deficit by cutting spending 


[DOMESTIC CONTENT 


Expect immediate for&jgn trade retalia- 
tion if narrow-minded domestic contenl 
legislation becomes law Enactment 
would cost thousands at U S. jobs 


Members ot the Serais Do not bow 
lo snort-lerm election pressures by 
Supporting a fcnll that is harmful m 
the long term Learn by past mis- 
takes; protectionism does not work 


BALANCED-BUDGET 
AMENDMENT 


Congress he* an opportunity, which It 
might not exercise, to pass an amend- 
ment lo the Cons Mutton requiring out- 
lays not lo exceed revenues except 
durtng penods of national emergency. 


Members ot lhe House and Senate: 
Support the effort to require Con 
gress Co pass an annual balanced 
budget with tax increases Limited to 
growth in the gross national prod- 
uct. 


INTERNATIONAL DEVELOPMENT 
ASSOCIATION 


ID A funding allows US. workers and 
businesses to produce more goods 
and services to be sold abroad, thus 
lowering the unemployment Jevol and 
the balance of payments deficit 


Members of trie House and Sonata: 
Mora domestic iobs and an im- 
proved US trading po&Hion will re- 
sult t\ tuiJ funding lor OA js granted. 
Economic Stability will be provided 
to developing democracies. 


SUPERFUND 


House leadership may grant floor time 
this summer fo a misconceived mea- 
sure thai ovarty broadens the hazard- 
ous waste cleanup law. A muLUbdiion 
dollar program, financed by business 
taxes, woufd push up prices and create 
ope^THencted liab%. 


to ambers ol the House: Quick pas. 
sage of Superfund reauthorization 
will not hasten toxic waste cleanup. 
Current proposal <s unrealistic and 
unwi>rka±3ie Government studies ot 
current law's performance are 
needed before enacting a new few 


PRODUCT LIABILITY 


Passaoe of leoi&laTion ctantvino orod* 
net liability standards would benefit ev- 
eryone and bloc* much expensive liti- 
gation trke thai resulting from current 


Members d the Senate Business 
and consumers need congressional 
datiticabon ol product liability law 
There is no reason to detay pas 
sago df thts muchneetfed legisia 
Hon. 


EQUAL ACCESS TO JUSTICE 


— » 

Bills now awaiting House and Senate 
floor action would provide reimburse- 
ment for court cosia to imividuaJ* and 
small business when gpvsrrimeni fiC ts 
egainsi them unjustifiably 


Members of the Houae and Senate; 
Trie Internal Revenue Service must 
be brought under the Jaw's authority 
in order to assure small business ot 
relief from unjustified IRS action 


EXPORT ADMINISTRATION ACT 


A viable export law with realistic con- 
tract and licensing provisions wiH 
strengthen (he nation's trading position 
and grvo U S. business a lair chance 
agamsi foreign ctmpafffion. 


Members of lhe House and Senate, 
Urge conferees to adopt the Sen- 
ate's contract sanctity language and 
the House's licensing provisions 
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Labor's Blueprint 

For "Economic Tragedy" 

In drafting recommendations for the 19&4 
platforms of both major political parties, the 
AFL-CIO was carried away by equal parts of 
political opjwsition to President Reagan aud 
nostalgia for the New Deal. 

The document presented in San Francisco 
and scheduled for presentation in Dallas calls 
for jnl>creuting industrial expansion* but pro* 
poses lax and spending policies that would 
smother such expansion. It calk for enlarging 
world market* for U.S. good* — and for protec- 
tionism that would shrink existing markets 
when other nations retaliated. 

It calls for capital formation for modem! na- 
tion of plants, and for repeal of the 1981 depre- 
dation system that is stimulating the current 
boom in spending for that purpose- 

Recalling the good old days of the Civilian 
Conservation Corps, the Works Progress Ad- 
ministration and similar relief programs, the 
AFLrClU says, "Such programs or appropriate 
new versions of them should be a part of Amer- 
ica "s arsenal of defense against economic trage- 
dy; 1 

The labor organization's basic fiscal policy is 
clear-cut A tax system that rubes enough mon- 
ey "to meet all of the nation's economic, social 
ami defense need*/' But no balanced-budget 
amendment to the Constitution. 

In abort, the plan devised by the nation's 
labor leaders is far more a guarantee of eco- 
nomic tragedy than a plan for avoiding it 

The Farmer 
Takes a Beating 

For a half century, the federal government 
ha_H poured increasingly vast sums of money 
into helping protect the American farmer from 
the consequences of adverse weather, infesta- 
tions of crop-destroying insects, economic 
downturn* and the vagaries of the market- 
place. 

And how haft the farmer fared under the 
ministrations of Washington? 

Farm debt this year in $215 billion, double 
what it W*$ just sux years ago and 18 times 
what it was in 1950. 

Foreclosure sales, which usually bring a dime 



for each dollar s worth of equipment, are more 
common now than they were in the early 1930*. 
when farmers did not enjoy such extensive pro- 
tection from Washington, 

Mure than 40 percent of those farmers who 
have outstanding loans with the Farmers Home 
Administration are behind in their payments. 

The farmer 1 s share of the food dollar has 
dropped from 59 to 27 cents in the past 25 
years. 

These and other economic conditions in the 
farm belt will figure prominently in the forth- 
coming debate over U.S. agricultural policy. 
(See the article starting on page 84j 

The basic taw setting that policy will be up 
for renewal amid general Agreement that it i:- 
effective for neither farmers nor taxpayers. 

The outcome will determine whether the fed- 
eral government begins reducing its massive 
presence in the agricultural economy, or wheth- 
er farmers are to be beneficiaries of another 
half century of federal largess. 

An Economics Lesson 
For Wall Street 

Unemployment at TJ ptrcent, the lowest rate 
in four years. The total number of employed at 
105,7 million, an all-time high, with 6,6 million 
new jobfi in the last 19 months alone- Inflation 
at 4*6 percent, down from 12.4 percent in 1980. 

These achievements in the U S, economy 
have literally made this country the envy of the 
industrialized world. Some Western nations 
have even begun to reconsider antigrowth poli- 
cies in the face of the American example. 

But how has the American investment com- 
munity reacted? The stock market flounders, 
convinced that what should be the best possible 
economic news is really bad news. When the 
jobless rate fell sharply last month, so did the 
Dow .Tones average- 
Investors remain convinced that good eco- 
nomic news necessarily signals higher inflation, 
which would choke off the recovery. Mean* 
while, the inflationary surge widely anticipated 
as the price of recovery is now hen? in sight. 
And the federal deficit, cited m another major, 
market-depressing worry, is actually declining 
as a result of the recovery. 

It is really time for Wall Street to begin 
rethinking the novel concept that a faltering 
economy enhances the investment climate* Q 
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reference guide. Then, no matter 
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Check it out uiurself ai a I- -u • 
computer store I live this software 
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